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a 680, THE TOURISM POLICY AND EXPORT 
PROMOTION ACT OF 1991 



WEDNESDAY, JULY 10, 1991 

U.S. Senate, 
Subcommittee on Foreign Commerce 
AND Tourism of the Committee on Commerce, 

Science, and Transportation 

Washington, DC. 
The subcommittee met, pursuant to notice, at 2:33 p.m., room 
SR-253, Russell Senate Office Building, Hon. John D. Rockefeller, 
chairman of the subcommittee, presiding. 

Staff members assigned to uiis hearing: Ivan A. Schlager, profes- 
sional staff member; and Gerri Lynn Rail, minority professional 
staff member. 

OPENING STATEMENT OF SENATOR ROCKEFELLER 

Senator Rockefeller. I want to apologize to our two distin- 
guished congressmen. We had a cloture vote and it was meant to 
come at 2 p.m. and it did not come until, I guess, about 2:15, but 
Congressman Swift says that he understands. He has been through 
that oefore, and I am grateful for that 

What I would like to do, gentlemen, rather than to give my state- 
ment to begin with, is to call on both of you and then I will follow 
up with some of my own thoughts. But Ido not want to inconven- 
ience you. So Congressman Swift, would you care to go ahead, sir? 

STATEMENT OF HON. AL SWIFT, UJ3. REPRESENTATIVE FROM 

WASHINGTON 

Mr. Swift. Senator Rockefeller, you are very kind. If the half 
hour that I have waited is deducted from the hours and hours and 
hours I have made other people wait, I am still in deep debt, so 
I do understand. 

I also want to commend youL Senator, as being, I think the lead 
spokesman for reinvigorating the tourism effort on the Senate side. 
I have been very concemea with this in the House and consider 
you an ally. 

In the last Congress we worked to include language in a reau- 
thorization bill to get border facilitation and rural emphasis in the 
tourism effort, and I believe those are both concerns that you 
share. 

Now that I chair the subcommittee with oversight of tourism ac- 
tivities, I would like to work with all interested parties, including 
this committee of the Senate, to pass a comprehensive reauthoriza- 
tion bill in this Congress. 

(1) 
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Currently, there are those who see the USTTA as an agency 
lacking a clear mandate. It is a central criticism of the agenpy, and 
I think we have an opportunity to try to clarify that mandate, to 
bring it into focus, to influence what that mandate is, both to rein- 
vigorate the aeency as well as to lower some of the legitimate criti- 
cism that has oeen made on that score in the past. 

The agenc/s budget is small, only $14 million, much less than 
many small countries spend on their tourism promotion. Congress, 
I think has to ensure tnat USTTA utiUzes its Umited financial re- 
sources to the maximum extent possible and as efficiently as possi- 
ble. 

The agenpy should not, and I underline not, duplicate the tour- 
ism industry's advertising efforts, and it should not focus solely on 
promoting the well-known areas of our country, areas that are al- 
readv known on a worldwide basis. 

What it should be doing is using its expertise to help local, State, 
and regional areas with underutilized tourism potential to develop 
that potential effectively and to develop promotional materials and 
stratepes and aid those areas in makmg foreign visitors aware of 
what it is that we have to offer in the less well-known parts of our 
country. 

USTTA's foreign offices can then serve as a conduit through 
which that information about these rural areas can be distributed 
to foreign tour vendors. 

USTTA also should report to Congress on specific plans to assist 
the largest number of these areas as possible, and I would give you 
an example from my own district, the Makan Indian Reservation. 
The Makieth Tribe has been very active in developing tourism at its 
reservation, located in the northwest comer of the Olympic Penin- 
sula. 

It is buildine a marina to serve fishing boats and pleasure craft 
and tour vessels and when that is completed, the marina will pro- 
vide a base for many activities includmg sport fishing, bird, ma- 
rine, animal watchine, and sightseeing off Cape Flattery, which is 
the most northwesterly point in the lower 48. 

The tribe is also trying to expand the Makah Museum which 
houses one of the most significant discoveries of Native American 
artifacts, a msgor archaeological (Ug in the area called Ozette that 
is the source of most of uie materials that are housed in this 
unique museum. Since it opened in 1979 it has had over 200,000 
visitors, including some from as far away as China and the Soviet 
Union. 

The facility serves as a model for other Native American tribes 
as the^ tiy to preserve their heritage and make outsiders aware of 
their history and culture. 

Groups like the Makah want the outside world to experience 
their cultures, but they have limited resources and expertise to at- 
tract visitors, especial^r from overseas. USTTA should work closely 
with such groups and with Federal agencies such as the Bureau A 
Indian Affairs, the National Park Service, U.S. Forest Service, and 
others to ensure that foreign travelers become aware of the many 
recreational opportunities these remote areas provide. 

Virtually every State has a great deal to offer tourists beyond the 
attractions that are well known. For example, in my district alone, 
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you have the San Juan Islands, the Ross Lake Tours, the North 
Cascade Highw^, the Friday Harbor Whale Museum, the Belling- 
ham Ski-to-Sea Race, the Skagit Tulip Festival, a multitude of out- 
door recreational opportunities and I am afraid to say, the Elma 
Slug Festival. 

But my point is that virtually every congressional district in the 
United States— certainly those of us who come from more rural 
States— can list as many tourist opportunities in each congression- 
al district as I have Usted just in mme. 

These sorts of places and activities, which are not always well 
known outside their immediate area, provide foreign visitors with 
an intimate gUmpse of American culture. Grants given by USTTA 
should be tied to the creation and implementation of viable tourism 
development plans. Subseauent grants should be available first to 
those areas wnose initial plans are successful. 

FaciUtation of a foreigner's entry into the United States is an es- 
sential part of the national tourism strategjr. As a representative 
from a Dorder district, I am well aware of tne problems foreigners 
often encounter when they tiy to visit the United States. The agen- 
cy should work with Customs and Immigration to make entry as 
friendl^^ and as smooth as possible. 

Tourism is not a panacea for this Nation's economic situation, 
but the revenue that it brings in can alleviate many of the hard- 
ships that our rural areas currently face. The United States is now 
running a tourism surplus and we would be fooUsh to fail to take 
advantage of the economic benefits that tourism offers. 

I plan to introduce a reauthorization bill in the near future in 
the House and to hold hearings after the August recess. Subcom- 
mittee staff has been meeting with other congressional staff, 
USTTA, and tourism industry representatives to try and craft leg- 
islation that will achieve three essential goals: first, set forth a 
clear national tourism poUpy; second, focus the agenc^r's attention 
on helping parts of the United States that need promotional assist- 
ance; and finally, ensure that the agency uses its Umited resources 
efficiently. 

Bv doing this, I believe we can dispel the doubts about USTTA's 
usenilness and give it a whole new focus that will of benefit to this 
country. 

I would be happy to answer any questions. 

[The prepared statement of Mr. Swift follows:] 

Prbpared Statembnt of Rbpresbntativb Al Swift 

Good morning. Thank you for this opportunity to testify before the Subcommittee 
on the important issues of national tourism policy and reauthorization of the UJ3. 
Travel ana Tourism Administration. As Chairman of the House Subcommittee with 
jurisdiction over tourism, I look forwar d to w orking with you to develop an effective 
tourism policy and to ensure that the USTTA functions in the most efficient manner 
possible. 

In the last Congress, I was a cosponsor of legislation to reauthorize the USTTA, 
and woiked to include language on border fadlitation and rural tourism develop- 
ment. I am optimistic that we will be able to pass a reauthorization bill during this 
Congress. 

Currently, some see the USTTA as an agency laddngaclear-cut mandate. In a 
reauthorization bill, we in Congress must ensure that UsTTA utilizes its limited fi- 
nancial resources to the maximum extent possible. Currentlv the U.S. provides only 
about $14 million in funds for the USTTA. considerably less than many smaller 
countries spend on international tourism efmrts. hope that, by working together to 
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resolve any doubts about the agency's usefulness and effectiveness and make the 
USTTA a strong device for encouraging foreign travelers to visit the U.S., we can 
obtain greater authorizations for the agexney in the future. 

The USTTA should neither duplicate tne tourism industiys advertising efforts 
nor focus solely on the promotion of well known areas. Rather, the USTTA should 
use its expertise to help heal, State and regional areas with underutilized tourism 
potential develop effective promotional materials and strategies, and aid these areas 
m making foreign visitors aware of what they have to offer. 

Li n^ district, the Makah Indian Tribe has been active in developinff tourism at 
its reservation, located on the northwest comer of the Olympic Peninsula. The tribe 
is building a large marina to serve tribal and non-tribal nshing boats, as well as 
pleasure crafl and tour vessels. During the winter, the marina will provide safe 
moorage for these craft. In the summer months, the facility will provide a base for 
a variety of activities including sport fishing; bird and marine animal watching; and 
si^t-seeing off Cape Flatteiy, the most norui-westeriv point in the lower 48 states. 

Further, the tribe has been woridng to expand the Makah Museum, which houses 
the Ozette Archaeological Collection, one or the most significant discoveries of Na- 
tive American artifacts to date. Since the Museum opened in 1979, it has attracted 
over 200,000 visitors, including some firom as far away as China and the Soviet 
Union. 

In addition to serving as a forum for the display of a centuries-old culture, this 
museum and the associated restoration and preservation facilities have provided an 
example for other Native American tribes to use as they strive to preserve their her- 
itage and make outsiders aware of their histoiy and culture. Increased revenues 
from visitors will aUow the tribe to expand the museum, which currently displavs 
only Vfb of the artifacts recovered, ana will provide much-needed revenue for the 
local econonqy. Groups like the Makah Tribe want the outside world to experience 
their cultures, but often don*t know how to attract visitors, especially from other 
countries. The USTTA should woric closely with such grouos, as well as with Feder- 
al agencies such as the Bureau of Indian Affairs and the National Park Service, to 
ensure that foreign travelers become aware of the many opportunities these remote 
areas have to offer. 

Eveiy State has a great deal to offer tourists beyond the well-known attractions. 
For example, in my district alone we have San Juan Island, the Ross Lake Tours, 
the North Cascades Highway, the Friday Harbor whale Museum, the Bellinrfiam 
Ski-to-Sea Race, the Skagit Tulip Festival, a multitude of outdoor recreational op- 
portunities, and the Elma Shig Festival. These sorts of places and activities, whiai 
are not always well-known outside their inunediate area, provide foreign visitors 
with an intimate glimpse of American culture. 

Whereas cities like New York and San Francisco have the wherewithal to effec- 
tively promote themselves to foreign visitors, rural areas often lack both the finan- 
cial and technical resources necessaiv to increase tourism. In addition to assisting 
these areas in developing promotional materials, the USTTA, through its foreign ou 
fices, can serve as a conauit through which these materials pass to foreign tour ven- 
dors. This networic of foreign offices scattered about the globe is an important part 
of USTTA's operation, and must b e uti lized in the most efficient manner possible. 

Grant momes provided by the USTTA should be tied to the creation and imple- 
mentation of viable tourism development plans. Subseouent grants should be avail- 
able first to those areas whose initial plans are successml. 

Tlie need to facilitate entiy of foreign travelers is another essential component of 
a successful national tourism policy. As the representative of a border district, I am 
well aware of the headaches many forei^ers suffer when forced to wait in unrea- 
sonably long lines at border crossings. USTTA, Immigration, and Customs must 
work together to provide our foreign guests with a fiiendjy, hassle-free welcome. 

By reouiring the USTTA to develop specific plans to assist the largest number of 
looEU ana regional groups possible ana to report to Congress on the development and 
implementation ofthese plans, we would oe able to document how, when USTTA 
uses its resources propenv, it is a critical part of our nation's tourism strategy. 
Proper documentation of USTTA's effectiveness in promoting the \JS, as a desirable 
tourist destination is another tool to dispel doubts about the agency and increase 
its Congressional support. 

Tourism is not a panacea for our nation's economic woes, but the revenue it brings 
can alleviate some of the hardships many of our rural communities now face. As 
other witnesses will state, the United States is currently running a tourism surplus. 
Given the state of our economy, we would be foolish to not take advantage of the 
economic benefits that increased inbound tourism offers. 

The great variety of historical, cultural, and scenic areas that the UJ3. has to offer 
present us with a unique opportunity to benefit both small communities and the Na- 
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tion as a whole. An efifective. focussed USTTA, in conjunction with active support 
from Congress and the travel and tourism industiy, can assist communities eager 
to show off their cultural and historical heritage to promote themselves to fordgn 
travelers, providing benefits to all involved. 

I plan to introduce a USTTA reauthorization bill in the near future, and to hold, 
hearings after the Au gust recess. Subcommittee staff has been meeting vrith other 
Congressional staff, USTTA, and representatives of the travel and tourism industiy 
in an effort to craft legislation that will set forth a clear national tourism polity and 
help the USTTA utilize its limited resources to the fuUest. I am hopeful that togeth- 
er we can address the concerns of the agency's critics and make the USTTA- an ef- 
fective promoter of all areas of the UJ3. to foreign travelers. Again, thank you for 
inviting me to testify before this Subcommittee on these important issues, and I look 
forward to working with you as we move throu^ the reauthorization process. 

Senator Rockefeller. Thank you very much, Congressman 
Swift 

I was talkine with a Congressman before, just a few moments 
ago and pointea out that my wife, Sharon, wno is a great advocate 
of public television, has made the Swift name very popular in our 
household for many years. So I am glad that we have a chance to 
work on this front also. 

Congressman Roth, we certainly welcome you, sir, and I apolo- 
gize also to you for keeping you waiting. 

STATEMENT OF HON. TOBT ROTH, UJ3. REPRESENTATIVE 
FROMWISCONSDf 

Mr. Roth. Thank you very much. Senator, and I appreciate your 
graciousness and your kindness in allowing us to testify before 

frour committee, and Senator, members of your committee, I would 
ike to associate myself with the kind of remarks that Congressman 
and nw colleague, Mr. Swift, made about you personally. Senator 
Rockefeller. 

We have worked together in tourism and we need your help and 
we are Just delighted that you are working in iliis area. 

Mr. Chairman, I am pleased to have tnis opportunity to testify 
in support of S. 680, and my companion bill. H.R. 418, the Tourism 
Polic}r and Export Promotion Act of 1991, which I am working very 
hard in the House to make sure that we can get it passed this year. 

These bills will have an initial effect of reauthorizing the United 
States Travel and Tourism Administration and strengthen its abili- 
ty to promote the United States as a travel destination. And it 
would direct the USTTA to put greater emphasis on promoting 
travel and tourism in rural areas such as my district and in my 
State of Wisconsin. 

You know, tourism has such tremendous advantages. For exam- 
ple, we talk about student loans, but there is nothing that gives 
young people in our universities a chance to work their way 
through sdiool, for example, as does tourism, especially in my 
home State of Wisconsin. And when tourism is strong, our colleges 
benefit from this the most. 

And this legislation estabUshed the national goal to increase U.S. 
export eamincp from travel and tourism services, targeting the 
countries which have the greatest potential for expanded revenues 
like Canada, Mexico, AustraUa, and South Korea, while maintain- 
ing the number of travelers from the four m^jor U.S. travel mar- 
kets of Japan, United Kingdom, Germany, and France. 
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And this legislation is consistent with the President's fiscal year 
1992 budget request. As you know, travel and tourism are becom- 
ing increasingly important to our Nation's economic health, as my 
colleague, Mr. Swift, pointed out. 

In 1990, travel and tourism dollars spent within the United 
States amounted to more than $327 billion, that is a lot of money, 
especially in a time when we are looking for every dollar we can 
find, or nearly 7 percent of our gross national product, up from 
$279 billion in 1987. 

And likewise, this industiy brought nearly 40 million interna- 
tional visitors to the United States who spent nearly $53 billion in 
1990, resulting in a trade surplus, a milestone first att€dned in 
1989. 

I do not beUeve, Senator, Mr. Chairman, and members of this 
committee, that the American people realize what tourism does, 
the amount of money it brings into our country. 

We have a great story to tell about tourism and many times we 
are not telling it, and I think this lepslation is so important be- 
cause it also gives us that added vehicle to tell the story of what 
tourism does. 

And we have just begun to promote U.S. tourism as an interna- 
tional tourist destination. When this legislation becomes law, the 
United States Travel and Tourism Administration can more ag- 

Sressively market the United States as an international tourist 
estination and monitor the effects of their promotion efforts. 

Recent USTTA studies have shown that international travelers 
return to the United States for a second and even third visits, so 
once we get them here, they will come back. They have seen the 
big cities. They shook Mickey Mouse's hand at Disneyland, now 
they are ready to discover the heartland and take the road less 
traveled, if you will, but they need a well-marked road map, and 
the Tourism Policy and Export Promotion Act of 1991 is the first 
step in congpressional cartography to help tourists find their way to 
America's hinterland. 

In my home State of Wisconsin, for example, travel and tourism 
was the largest employer in 1989, the largest employer, and we are 
the daily State, the largest employer. Visitors spent $5.4 billion in 
our State; $156 million of this was by foreign visitors. Visits left 
225 million dollars' worth of State and local taxes— taxes Wiscon- 
sinites did not now have to pay. 

This is true in South Dakota. It is true in West Virginia, true 
in Nevada and all the other 47 States as well. 

When this legislation becomes law, the number of foreign visitors 
will multiply like rabbits, generating even more tax dollars and a 
lander trade surplus, helpin^to offset the immense trade deficit. 

But we need to act now. The U.S. share of international tourism 
receipts grew by a minuscule 1.2 percent fit)m 1989 to 1990. If we 
establish a national tourism goal and eive USTTA the tools to iden- 
tify and remove barriers to entrv to the United States and people 
do have problems coming into tnis country, we can expect contin- 
ued and long CTowth in tnis sector of the economy. 

You would be surprised how many problems visitors have with 
visas. I think this is another area that we have to look at, if we 
are going to attract international travelers to come to the United 
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States. When I was at Dulles, I witnesses an example of visitors 
having problems ^dning entry to the United States. A woman 
came m, I think. Irom India and the Customs official there was 
Questionine her tor about 15 minutes about what she is jgoing to 
do here and all of these things. Well, that should all be taken care 
of at the time she gets the visa. 
Once the person nas a visa, they should not be hassled at the air- 

Eort, that is mv opinion. And I think that is another area that we 
ave to take a look at and make improvements in. 
In fact, visitors from overseas spend more than seven times as 
much as their domestic counterparts. The war is over, people have 
the time and the desire to travel. And let us show them the many 

f)laces they can eo to discover America, not unlike Christopher Co- 
umbus did nearly 500 years ago. 

When we compare the commitment of the United States to pro- 
moting tourism with the commitment of other nations, America 
comes }xp short, as my colleague Mr. Swift pointed out in his testi- 
mony, 'nie United States ranks 56th in per capita spending on 
tourism, 56th, behind coimtries like Zimbabwe ana Grenada. 

I am convinced that an investment in tourism will yield great re- 
turns for our country, and in fact, it has. We need to do more. In 
1990 the tax revenue generated from travel and tourism totaled 
nearly $44 billion for Federal, State, and local taxes combined, $44 
billion. From the facts presented, the economic benefits and impor- 
tance of travel and tourism to our Nation are clear. 

In conclusion, Mr. Chairman, and members of the committee, S. 
680 is good legislation and good polipy. It will help our entire na- 
tional economy^ but it is especiafly important for rural areas like 
our State of Wisconsin and may I say. West Virginia, Washington, 
South Dakota, Nevada, and many others. 

And I hope that we can pass uiis legislation. This hearing today 
is important because it helps us build momentum not only in the 
Senate, but also in the House, to pass this legislation this year. 

And I thank you and the committee very much for allowing me 
to testify on this important ledslation. 

[The prepared statement of Mr. Roth follows:] 

Prepared drATEBiSNT of Rbprbsbntativb Toby Roth 

Mr. Chairman, I am veiy pleased to have this oppoitunity to testify in strong sup- 
port of S. 680, and my companion bill H Jl. 418, the Tourism Policy and Export Pro- 
auction Act of 1991. These bills, which are nearly identical, would reauthorize the 
United States Travel and Tourism Administration (USTTA) and strengthen its abili- 
ty to promote the United States as a travel destination. And it would diroct the 
USTTA to put greater emphasis on promoting travel and tourism in rural aroas, 
such as my district and state. 

This lenslation establishes a national goal to increase US export earnings from 
travel and tourism services, targeting the countries with the greatest potential for 
expanded revenues, (Canada, Mexico, Australia, and South Korea.) while maintain- 
ing the number of travelera nrom the four migor markets of Japan, United Kingdom, 
Germany, and France. This legislation is consistent with the President's Fx 1992 
budget reouest. 

As you know, travel and tourism are becoming increasingly important to our na- 
tion's economic health. In 1990, travel and tourism dollars spent within the UJ3. 
amounted to more than $327 billion dollars or nearly seven percent of our gross na- 
tional product, up from $279 billion in 1987. 

Likewise, tois industiy brought nearly forty million international visitora to the 
United States who spent nearly $53 bilhon dollara in 1990 resulting in a trade sur- 
phis, a milestone Ifirst attained in 1989. 
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Yes, I said a trade suxplus. And we have only Just begun to promote the United 
States as an international tourist destination. 

When this legislation becomes law, the United States Travel and Tourism Admin- 
istration can more aggressively market the United States as an international tourist 
dMtination andm onltor the effects of their promotion efforts. 

Recent (USTTA) studies have shown that international travelers return to the 
United States for second and even third visits. They have seen the big cities. They 
shook Mickey Mouse's hand at Disneyland, now they are ready to discover the 
heartland and take the road less traveled, if you will. 

But they need a well-marked road map. And the Tourism Pblicy and Export Pro- 
motion Act of 1991" is the first step in Congressional cartography to help tourists 
find their way to America's hinterland. 

In my home state of Wisconsin, for example, travel and tourism was the larsest 
emnloyer in 1989. Visitors spent over $5.4 billion dollars in the state, $166 mimon 
of tois by foreign visitors. Visitors left $226 million dollars worth of state and local 
taxes— taxes Wisconsonites did not have to pay. 

When this legislation becomes law, the number of foreign visitors will multiply 
like rabbits generating even more tax dollars and a larger trade surplus, helping 
to offset the immense trade deficit. 

But we need to act now. The UJ3. share of international tourism receipts grew 
by a minuscule 1.2 percent from 1989 to 1990. If we establish a national tourism 
goal and give USTTA the tools to identify and remove barriers to entiy, we can ex- 
pect continued and larger growth in this sector of the economy. 

In fact, visitors from overseas spend more than seven times as much as their do- 
mestic counterparts. The war is over, people have the time and the desire to travel 
Let's show them the many places they can go to Discover America, not unlike Chris- 
topher Columbus did nearly 600 ^ears ago. 

When we compare the commitment of the United States to promoting tourism 
¥dth the commitment of other nations, America comes up short. 

The UJ3. ranks 66th in per capita spending on tourism trade development, behind 
countries such as Zimbabwe ana Grenada. 

I am convinced that an investment in tourism will yield great returns for our 
countiv. In fact, it has. In 1990. the tax revenue generated from travel and tourism 
totaled nearly $44 billion for feoeral, state and local taxes combined. 

From the facts presented, the economic benefits and importance of travel and 
tourism to our nation are dear. In conclusion, Mr. Chairman, S. 680 is good legisla- 
tion and good polity. It will help the whole national econon^, but it is especiallv 
important to rural areas like my District in Wisconsin. It is my hope that today^ 
hearing will build momentum to pass this valuable legislation. 

Senator Rockefeller. Thank vou veiy much. 

I just want to say that I coula be sitting there, you could be sit- 
ting here. We are talking the same lan^^uage. I want and I know 
that my colleagues share my view on this — so much to get a reau- 
thorization bilipassed. 

We came so close last year, and in some of the areas in the bill 
this year we are looking at addressing some modifications that may 
make Chairman Dingell more amenable^ and that is yery much on 
our mind, because he is a very powerful chairman ana has very 
strong feelings, and we are trying to accommodate those as best we 
can, but I would really like to feel that all of us are doing this to- 
e^ether and that we can really work together to get a reauthoriza- 
tion bill. 

It is embarrassing not to have one since 1981. For those who ob- 
serve the industry^ and those who do are very passionate about it, 
it is hard to explain why it is that we cannot do that, and I really 
think we can this year, and I would hope that both of you would 
feel that way, and I am sure you would. 

Mr. Swift. Senator, not only do I feel that way, I am going to 
work very, very hard to address the legitimate concerns that Con- 
gressman Dingell has, growing out of some history, and I think bv 
focusing the agency in the ways all three of us are talking about, 
and I presume your colleagues as well, I think is going to go a long 
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way toward responding to those concerns that the chairman of the 
Energy and Commerce Committee in the House has. 

Senator Rockefeller. Good. Do either of my colleagues have 
any questions— or, I am sorry, Chairman Bums came in. 

Senator Pressler. Yes, Mr. Chairman. I would yield to Senator 
Bums. 

Senator Burns. No, go ahead. 

Senator Pressler. I am in the wrong stanchion. 

Senator Burns. Go ahead, and then I have got an opening state- 
ment. 

OPENING STATEMENT OF SENATOR PRESSLER 

Senator Pressler. OK, great. I will be very brief. I am in the 
wrong stanchion, as we say in our part of the coimtry, because you 
are the ranking member of this subcommittee. 

I am not even a member of this subcommittee any more, but I 
used to be chairman of it and I join in the comments. I thaok my 
colleagues from the House, and I have a statement also, but I wiU 
save the committee hearing it. They can read it. 

But I thank you very much, and I look forward to working with 
you on legislation. I am a cosponsor of the USTTA reauthorization 
and also the rural tourism development foimdation bill of my col- 
leagues. I support what has been said here. 

^so I think we need to make a bigger international effort. We 
need to use our embassies to get more tourists to come to the Unit- 
ed States. We could do that without additional spending by using 
the communications system that we have and having information 
on points of destination more readily available to the pubUc in 
many coimtries, having a Foreign Service officer trained in tourism 
as we do in the Foreien Agricultural Service. 

There are a lot of things we could do without spending any more 
money, with the apparatus and the communications system we al- 
ready have internationally. That is something I have been an advo- 
cate of, and we have maae some progress in getting the State De- 
partment more attimed to the need to bring in more revenue 
through the use of our embassies and putting imormation out. 

Tliank you. 

Senator Rockefeller. What I was hoping was, if there were any 
questions for the Congressman, then I will have an opening stat^ 
ment and then others on the committee can do that also. Senator 
Biyan, do you have any questions or observations? 

Senator Bryan. No, I do not I am just deUghted to have their 
missionary zeal on behalf of our cause, and we look forward to 
workine together as Chairman Rockefeller has indicated. 

Thank you very much. 

Senator Rockefeller. Senator Bums. 

Senator Burns. I have no questions. I do not know what I would 
ask these learned folks that would be of any benefit to them or us 
either, but I want to associate with Senator Bryan that we sure ap- 
preciate your support on this thine. It is going to take a lot of work 
on the ouier side in the people's House, and we appreciate your ef- 
forts and your dedication to this. We feel like it is very important 
over here. 
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Mr. Roth. Senator Bums. I especially appreciate you recognizing 
it is coming from the people s House. 
Senator Burns. Yes, sir. Yes, sir. 

OPENING STATEMENT OF SENATOR ROCKEFELLER 

Senator Rockefeller. Thank you both very, very much, and 
again I apologize for keeping you waiting. 

I will make a statement at this point, and then Senator Bryan, 
Senator Bums might want to, and tiien we will proceed to our next 
witness, who is the Under Secretary. 

We really for most of this past decade our national tourism policy 
has been, at least in my judgment, allowed to drift along while our 
friends in Europe and in Asia engage in an all-out effort to capture 
the American tourist dollars. It was really only a few years ago 
that the tourist industry, like most other msgor industries in this 
Nation, ran a balance-of^payment deficit. 

For the past 2 years, the travel and tourism industry has been 
one of the few bright spots in an otherwise very bleak trade pic- 
ture. In 1989, thanks to some hard work and thanks also to a 
cheaper dollar, we have to recognize that. The industry posted its 
first surplus of over $1 billion, and now that has increased to $4.7 
billion in 1990. 

Despite, however, these impressive gains, the industry now 
stands, I think all of us would agree, at a genuine crossroads. Since 
January, the travel and tourism industry nas been fettered by the 
war and by the recession, which has threatened to wipe out the tre- 
mendous strides made in the past 2 years, so if we are goine to en- 
sure the vitality of the travel and tourism industry, then all of us 
in both the public sector and the private sector must joint together 
without regard for who is in what business to vigorously promote 
the United States of America. 

It is imperative in this competitive struggle for the international 
tourist dollar that we support the USTTA^by providing it with a 
3-year authorization, but I also recognize that reforms are neces- 
sary if USTTA is going to be ready to meet the challenges that are 
ahead of us, and part of that lies within ilie reauthorization proc- 
ess itself. 

Last year, the Senate imanimously passed the Tourism Exi>ort 
Promotion Act. It was a joint effort of the industry, the administra- 
tion, and the Senate, aimed at providing USTTA with the stabilily 
to meet the competition from our very aggressive counterparts in 
the international marketplace. 

Unfortimatelv, despite the overwhelming support that the bill re- 
ceived in the Senate, we were imable to reconcile our differences 
with the House Energy and Commerce Committee Chairman John 
Dinpell. In my discussions with Chairman Din^rell last year, I rec- 
ognized the need to reform some of the functions of USTTA and 
with that in mind the industry, together with the Congress, has 
been diligently working on the goal of drafting some new proposids 
in order, in our judgment, to strengthen USTTA and address some 
of the concerns raised bv Chairman Dingell. 

One can say well, why can one man make so much difference? 
Well, Chairman Dingell makes that much difference and we have 
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to recognize that and deal with that, and we want to get this thing 
reauthorized, so that we have to be realistic about what we do. 

I am specifically interested in fleshing out proposals that relate 
to important issues such as visitor facilitation and attacking bar- 
riers that keep U.S. companies from operating abroad. These two 
areas are important components of our national tourism policy. 

In the facilitation area, that is what we call it, first impressions 
really are everything. They count a lot with me evenr time I go 
overseas, or every time I am wandering around in this country. 
What happens at airports — are they convenient? Are people friend- 
ly? These questions are very important, and vou remember them, 
u is imperative that the first impressions of roreign visitors to the 
United States are pleasant and that they have a decent and effec- 
tive trip through Customs and Immigration. 

Equally as important, we have to break down the barriers that 
either prevent or make it difficult for American companies to com- 
pete on equal footing in foreign markets. No difference with our 
overall traae polipy. 

We have a full witness list with our new Under Secretary of 
USTTA and he is somebody I am very, very high on, and we have 
a verj^ distinguished panel from the private sector, and of course 
I particularly want to welcome John Brown, who is my friend from 
the State of West Virginia Division of Tourism and Parks. 

So, our testimonv is important. I consider this a very important 
hearing. It is the beginning of our effort to get a reauthorization 
and to put in place a national tourism polipy which is updated ac- 
cording to the realities of the 1990's. It nas to be done, and I think 
we have a good shot of getting it done this year. Senator Bryan. 

OPENING STATEMENT OF SENATOR BRYAN 

Senator Bryan. Thank you very much, Mr. Chairman. Let me 
first of all compliment you for your leadership in this area, to asso- 
ciate myself with the very strong comments that you have made in 
your opening statement. I, like you and I think every member of 
this subcommittee, was profoundlv disappointed when we did not 
get the reauthorization through last year. Hope springs eternal, 
and I am hopeful that we are successful, and I Imow with your skill 
and your willinjgness to try to resolve the differences that are out- 
standing with the other body, perhaps we can do so. 

I must say, if one was looking at this issue as matters of fact are 
tried before a courtroom, the evidence is overwhelming, beyond a 
reasonable doubt that investment in tourist dollars makes sense in 
terms of the return. We spend, as the testimony has revealed, a 

{)itiful sum — $14 million. I believe one of our distinguished col- 
eagues from the other body indicated we rank 56th among Uie na- 
tions in the world in terms of what we spend. 

That is a tragedy — and the return and the potential are so enor- 
mous. The numbers last year, $53 billion spent in this country, 40 
million international travelers. With an econom}^ that is increasing- 
ly^ global in terms of its focus, with the potential just now begin- 
ning to be realized and tapped, we can do so very, very much more. 
You have concentrated, as you did yesterday, Mr. Chairman, and 
I compliment you, with our advisory group, in terms of some of the 
things we can do working with the private sector for visitor facili- 
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ties to make that international travel experience to the United 
States a more positive one. 

I just think that we can do a great deal, and I wtot to compli- 
ment you once again on your leadership and indicate that this 
Member wants to be fully supportive of your efforts and to woA 
with you and your other colleagues to at least get that message^ 
I do not know where we have failed, but the evidence, as I said, 
is so persuasive that we get a substantial return for every dollar 
that we have invested. 

Perhaps more missionary efforts on our behalf will help to carry 
that message, but I want to be a part of that effort, Mr. Chairman, 
and I thank you and ask unanimous consent that my full state- 
ment be made a part of the record of this hearing. 

[The prepared statement of Senator Bryan follows:] 

Prepared Statement of Senator Bryan 

Mr. Chairman, I commend you for holding this hearing on S. 680 — The Tourism 
Policy and Export Promotion Act of 1991— io review the mission of the United 
States Travel and Tourism Administration (USTTA) and the importance of the tour- 
ism industiy to our nation. 

Mr. Chairman, I applaud your introduction of legislation to enhance our interna- 
tional tourism efforts. I am pleased to be an original oosponsor of the Tourism Polior 
and Export Promotion Act, and look forward to woiidng with you to pass this need- 
ed legislation quickly. It is important to note that eflorts to promote tourism are 
bipartisan. This fact is reflected in your legislation which has heen cosponsored 1^ 
all members of the Commerce Committee, Republicans and Democrats, including 
the Chairman and Ranking members of both the full committee and this tourism 
subconmiittee. 

In the 101st Congress, the Senate unanimously passed the USTTA- reauthoriza- 
tion bill. Unfortunately, the bill was never reported out of the Energy and Com- 
merce Committee in the House of Representatives. This year we must work aggres- 
sively with the House of Repre sentatives to iron out diuerences and pass the first 
reauthorization bill for USTTA in 10 years. Much in the tourism industry has 
changed over the past 10 years and the mission of USTTA must be carefully exam- 
ined and redesigned. 

We in this Suocommittee recognize that the tourism industry is one of the lai|{est 
employers in this country, and one of the largest export earners. But we also know 
that we could and should be doing much more to promote the industiy internation- 
ally and increase our export earnings. 

The purpose of S. 680 is ultimately to detennine the best way we can promote 
the United States as an international travel destination. As we know, in 1990, for- 
eign visitors spent $52.8 billion in the United States, compared with $48.1 billion 
spent by Americans traveling outside the countiy. This gave the United States a 
surplus of $4.7 billion. With our enormous trade deficit, the United States govern- 
ment should be seeking out all creative and innovative avelmes for attracting for- 
eign visitors to America. 

I am anxious to hear fix>m the new Under Secretary of Commerce for Travel -a^d 
Tourism, John Keller, about his concept of the mission of USTTA and how the Sen- 
ate, the Commerce Department, and private industiy can develop partnerships to 
encourage travel to the United States. I also look forward to hearing from the repre- 
sentatives of the travel and tourism industry here today about their recommenda- 
tions for woikinff together to improve travel to the United States. 

In addition, I Took forward to hearing from the General Accounting OfQce on ways 
to make entiy into our country more 'tourist-firiendly." One of the problems visitors 
face is the lack of infoimation for foreigners in thoir own language both in tibeir 
countiy and when visiting the U J3., and the difficulties and long delays tourists face 
in going throu^ customs and immigration. I believe it is important for us to strive 
to break down these barriers to travel. 

Mr. Chairman, I look forward to exploring these and other issues of importance 
to the tourism today. 
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Senator Rockefeller. It will be done, and I want to say to you, 
Senator Bryan, and to you. Senator Bums, before I turn to you, 
that I frankly am very |;rateful to beth of you. 

We did have a meetine with the advisory group presterday and 
vou were both there, ana you were both extremely important and 
helpful not only to this chairman but to the cause of tourism, and 
I am very grateful for that, because I think that this has been a 
subcommittee which has had its good times and bad times, but I 
have a feeling that we are going into aggressive good times. Sena- 
tor Bums. 

OPENING STATEMENT OF SENATOR BURNS 

Senator Burns. Thank you, Mr. Chairman, and thank you for 
holding this hearing today, and I fully agree with that. 

You know, it is very interesting, as you look around the country. 
In my own State of Montana, travel inquiries this year are up over 
45 percent. Last year, our total nonresident expenditures was up 
some 16 percent, and there is a reason for that. We are a dam good 
buy, so anybody who wants to take a little vacation, why you are 
certainly welcome to come to Montana. Wheat prices are not that 
good, and we need a little pump in the economy up there. 

I guess when you are single-focused you always look at issues 
that are next to you that you can put a finder on and you can 
measure. Actually, I started out in the airline mdustry a long time 
ago coming out of the Marine Corps and was looking for work, and 
so I had a sort of practical hands-on experience working for the air- 
line industry in Kansas City. 

After I went to Montana and got into business for myself I think 
I led or guided some six or seven or eieht tours around the world, 
farm tours that we put together ourselves, and we were the guys 
that sold it. We fashioned the trip and you took the people, and all 
of the trips were great successes. 

So, we understand what this travel business is all about and how 
important it is to the different neighborhoods. I wish some way — 
and we are going to get that started in Montana in some way— we 
could use some of the ideas that are used intemationally, particu- 
larly in areas where we travel with a great deal of enjoyment, 
which are Australia and New Zealand, on how they handle their 
tourists and their groups that come through those two countries. 

In the recent crisis in the gulf, this industry witnessed mixed 
blessin^^. On one hand, the loss of revenue to the industry associ- 
ated with tourism and travel were staggering, but on tne other 
hand, we witnessed good old American bootstrap know-how. The 
American and international communities observed private industry 
and the public sector in this country join forces and communicate 
the message that travel was safe not only in this country but 
abroad, too. 

I was pleased to lead the char|[e on the Senate side, along with 
my colleagues from the House, to join forces with the G0-U.S.A. Co- 
ahtion to send that message. People with courage and vision like 
Bill Marriott and others saved tiiis industry in a time of near dis- 
aster. 

My point is that this industry is strong and independent. Its 
stewards and participants are doers. They did not wait for the Fed- 
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eral Government to come along to bail them out. They did some- 
thing about it before they ended up in a lot of trouble, and fortu- 
nately it worked for the good of this country. 

So, Mr. Chairman, we have before us a polipy bill that will cer- 
tainly serve a thriving industry. We have all spouted the cdowine 
figures on numerous occasions during the last 2 years, ana I wifl 
not bore you with any of those numbers today, but I caution all of 
vou that we must not bask in all the glory and forget the responsi- 
bility to manage. 

Industry and Coneress must take the responsibility for meeting 
the demands created by eprowth in this business. Much of this re- 
sponsibility can and should be managed by the private sector, but 
we need the USTTA. There is no doubt about that, and here we 
are struggling for just a few dollars, knowing the returns. 

But I guess if I were serving in Congress and I served just a few 
constituents my interest would be narrowed to that and we would 
never see dollars spent in our neighborhoods by nonresident travel- 
ers. Well, I for one understand the importance of this business. 

I applaud Senator Rockefeller. He just is committed to this issue, 
and I think we have worked togetner on this issue ever since I 
have been in the Congress and ever since I have been on this com- 
mittee. I do not know of a committee that I serve on that I eiyoy 
more than this one, and the people and the industries that we 
touch. So it is a big job. 

I would ask unanimous consent that my full statement be en- 
tered into the record. It is nice to see Mr. Keller here, and I will 
look forward to his comments today. 

Thank you, Mr. Chairman. 

[The prepared statement of Senator Bums follows:] 

Prepared Statement of Senator Burns 

Mr. Chairman, I want to commend you for holding this hearing today to onoe 
agjain resolve the long overdue updating of the Tourism Policy Act 

It is very interesting to have observed the increased awareness of tourism by the 
business oommunitv and the elected officials during the last year. Travel inquiries 
in my home state of Montana are up 45 percent in April. 

Montana's most recent 1990 travel fi^pires show that non-resident expenditures 
are up 16 percent for a total of $760 million. We are on the upswing in Montana 
and are veiy happy about that. 

During the recent crisis in the Gulf this industiy witnessed mixed blessings. On 
one hand the loss of revenue to the industiy assoaated with tourism was stagger- 
ing. 

But on the other hand, we witnessed good old American bootstrap know-how. The 
American and International conmmnities observed private industry and the public 
sector in this oountxy join forces and communicate tne message that travel was safe 
in the United States. 

I was pleased to lead the charge on the Senate side along with my colleagues from 
the House to join forces with the GO USA Coalition to send that message. People 
with courage and vision like Bill Marriott and others saved this industry in a time 
of near disaster. 

My point is that this industry is strong and independent. Its stewards and partici- 
pants are doers. They didn't wait for the federal government to come along and bail 
them out. They did something about it before they ended up in trouble. And fortu- 
nately it woiked. 

Mr. Chairman, we have before us a policy bill for this currently thriving industiy. 
We have all spouted the glowing figures on numerous occasions during the last two 
years. I won't bore any of you with any of these numbers today. But I will caution 
all of you that we must not bask in all this glory and forget our responsibility to 
manage. 
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Industxy and Congas must take the responsibility for meeting the demands cre- 
ated by growth in this business. Much of this responsibility can and should be man- 
aged by the private sector. 

The Congress should provide leadership that is practical and supj^rtive. There is 
no benefit m the federal government stepping in to provide legislation for the sake 
of passing legislation if it does not provioe a practical, sensible support framewoik. 

I understand that there is a fair amount of new input to this policy bill before 
us today. It is my sincere intent to make sure that this bill is desiflned with a clear 
vision of the responsibility we all have to support and manage tne future of this 
industiy. 

Mr. John Keller, our new Under Secretaiy of Travel and Tourism has recently 
stated that we must all be aware that this feast we're ei\joying of export surplus 
is not guaranteed. He, Fm sure, is not tiying to throw a wet blanket on anyone. 
He \a being realistic. Business is cyclical. It is because of this knowledge we must 
Rot miss this opportunity to effect future problems before they happen. That is our 
job. 

So, not to belabor this any longer I will sa^ that I do look forward to working 
with nw colleagues and our friends in the private sector to produce a viable and 
forwara looking policy bill. We have been fortunate to have received some vexy valu- 
able insist in tne last few days as well as the last several years, from members 
of the Travel and Tourism Industiy Advisoiy Committee concerning the tourism in- 
dustries needs and concerns. 

These private sector leaders spend-their own money to come to Washington to 
provide us with this valuable insight. I appreciate their efforts as I know you do 
Mr. Chairman. They have recentlv provided us with valuable input that should aid 
us in passing a quau^ working bill. 

This bill address tne issues of rural tourism promotion, fadlitationl the fate of 
USTTA and other important factors. These are some of the needs this industry re- 
lies on us to provide regulation for. I believe we can do that and need to provide 
Uie leadership the private sector looks to us to provide. So with that I say let's roll 
up our sleeves and get on with this hearing. I look forward to hearing from our wit- 
nesses today. 

Thank you Mr. Chairman. 

Senator Rockefeller. It will be in the record, Senator Bums, 
and thank you. 

I would like to have John Keller come forward now. And I just 
want to sav that I have not had an extensive amount of time to 
talk with Under Secretary Keller, but I have a very high regard for 
him. He is ajm*essive. As he told me, he shoots straight. And he 
is smart. AndT think he is going to do a very, very goodjob. 

We have had a series of excellent USTTA people in the Reagan 
years, and the Bush years. And that is very important. And when 
we talked yesterday, we agreed that we are eoin|^ to deal with each 
other very straight up, and do our best for this mdustry. And I to- 
tally accept that and believe that, both myself, and in you. 

So, it is a relationship which I value, John, and it is one which 
I know is going to be good. So, we welcome your testimony. 

STATEMENT OF HON. JOHN 6. KELLER, UNDER SECRETARY 
FOR TRAVEL AND TOURISM, DEPARTMENT OF COMMERCE 

Mr. Keller. Thank you. 

Mr. Chairman, I will be summarizing my written statement, so 
I do ask that my full statement 

Senator Rockefeller. Yes, I read your entire — ^it is very long. 
It is also very excellent, so let me compliment you on it. It is ex- 
tremely thorou^. And you raise some questions about the bill at 
the end, which I thoroughly understand. But it is a very thought- 
out, excellent testimony. So, I will put it in the record. 

Mr. Keller. Thank you. 
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And I will summarize, and believe me, this is summary, even if 
it does seem a little long in itself. 

Mr. Chairman, and members of the subcommittee, I appreciate 
this opportunity to appear before you. Before I summarize mv writ- 
ten statement, I would like to say that I am heartened that the leg- 
islation before the subcommittee, S. 680, would authorize appro- 
priations for the activities of the U.S. Travel and Tourism Adminis- 
tration, for the first time since fiscal vear 1982. 

While the Congress has continued to appropriate fiinds for our 
activities, despite the lack of authorization of appropriations, an 
authorization would help us plan for the fiiture. All here know that 
the United States offers the finest business and leisure travel desti- 
nations in the world. At present, America is the world's leader in 
international tourism receipts, and the second in intemationid ar- 
rivals. 

I am proud to announce — ^and thou^^ Congressman Roth did also 
mention these new statistics, which are a revision of ones tiiat we 
had just previously released about last year— that in 1990, 39 mil- 
lion intemationid visitors came to our country and spent $53 bil- 
lion. All told, our travel trade balance of payments for 1990 was 
in surplus by more than $5 billion. 

These figures show that America's tourism products and services 
are of high quality, and that the U.S. Travel and Tourism Adminis- 
tration — excuse me— travel and tourism industry is tapping ttie 
international market. 

The world tourism picture has greatly changed since our last au- 
thorization in 1982. Today the rate of world tourism is growing 
steeplv. For this decade, experts estimate the world tourism wifl 

g*ow by 5 to 10 percent annually. Much of this growth will come 
om increasing levels of disposable income and leisure time, 
throughout large portions of Eastern Europe, Latin America, and 
East Asia. 

The U.S. travel and tourism industry has a eolden opportunity 
through enhanced travel and tourism trade development to tap and 
capture a far greater share of the world market than it now has. 

There are three very important points I would like to make re- 
garding what is, and should remain, USTTA's role in America's 
tourism picture. First, we are not just in the business of interna- 
tional tourism marketing. We are in the business of tourism devel- 
opment. Second, we direct and must continue to direct our activi- 
ties toward doing those things that the industry cannot do by itself, 
and is acting as a catalyst. 

And Mr. Chairman, I just mig^t go off of my prepared statement, 
because I was, the other day, coming back finom lunch and noticed 
up on the Commerce Department inscribed, up in the building— -not 
that I wander around with my head up in the air but I did see that 
there were many statements written up there — and I wrote one 
down that I thought was very appropriate, not only to Commerce, 
not only to USTTA, but Government in general, which applies to 
this second point. 

And that is something that is inscribed that says, Within this 
edifice are established agencies that have been created to buttress 
the life of the people; to clarify their problems; and coordinate their 
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resources; seeking to lighten their burdens without lessening the 
responsibilities otthe citizen." 

And that, I thou^t when I was bringing up this second point, 
that it hit right on target. 

Third, we respond and must continue to respond to changes in 
the industiy ana in the market. I just mentioned the term ^tourism 
industry." Yet. USTTA serves so many entities involved with tour- 
ism: State ana local governments, other Federal agencies, regional 
tourism organizations, and even our international visitors. 

My written statement sets forth the various elements of USTTA's 
role in implementing our national tourism policyt and serving its 
broad constituency, and gives a number of examples of its won in 
furtherance of those elements. I would like to just highlight a few. 

First, we do tourism promotional work through our 13 regional 
offices in 9 foreign countries. Not only do these offices gather in- 
valuable marketmg intelligence and establish an important U.S. 
presence in these markets, but they also act as a catalyst for U.S. 
travel and tourism companies, Is^e and small, to sell U.S. travel 
and tourism products and services m other lands. 

Many— but not all— of the promotional functions that our offices 
perform are done in concert with marketing efforts of America's 
travel and tourism companies. 

Let me stress that the job of international marketine^, of effec- 
tively selling the American tourism product to selected countries 
overseas, most often requires resources beyond those available at 
the Federal level. The only effective way to get the job done is coop- 
eratively, on a regional basis, with strong participation by industry. 
We also facilitate the tourism promotional efforts of the 50 States 
and of our insular areas. 

While USTTA is primarily known for its promotion efforts, there 
are many other functions which it performs. First, USTTA advo- 
cates Government and industry actions which will provide for the 
long-term success of America s tourism interests. For example, 
USTTA advocates the preservation of something vitally important 
to all Americans: the environment. 

America's environmental treasures are some of the Nation's most 
popular tourist sites and destinations. As a result, the preserva- 
tions of these gems — ^whether it is Yosemite National Park or the 
Chesapeake Bay— is vitally important. Now granted, USTTA is nei- 
ther the Deparhnent of the Interior nor the Environmental Protec- 
tion A^ncy. 

But it is entirely appropriate for us to work with the tourism in- 
dustry and other Federal agencies to make sure that tourism devel- 
opment of these attractions does not end up killing the goose that 
laid the golden egg. 

Second, USTTA is involved in developing and promoting rural 
America. As you know, many of America's rural communi^ need 
to diversify their industrial base. They need to move into industries 
such as tourism, that can create additional jobs and tax revenues. 

What you may not know is that many of our international visi- 
tors want to see what they call the real America. They want to see 
those beautiful areas of our country, away from the congestion of 
the cities. 
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For these reasons, USTTA has gone to great len^s to enhance 
tourism opportunities in rural America — and particularly to help 
nu-al communities develop their rural tourism product. 

Third, USTTA is working to improve the methods whereby the 
U.S. Government processes international visitors. I know you have 
all heard the horror stories. And mv written statement outlines 
what we are trying to do to improve this sore point in our country's 
tourism picture without compromising our national security and 
the integrity of our boarders. 

Fourth, we educate domestic providers of tourism products about 
the demands made by the international travel market. Next montii 
we are sponsoring two seminars to educate domestic providers on 
evaluating the local tourism product; choosine a target market; pro- 
ducing cooperative marketing plans; and undertaking a wide range 
of promotional activities. In 1992 we will be sponsoring four such 
seminars. 

Fifth, we work closely and assist the Departments of State and 
Transportation and the U.S. Trade Representative in opening more 
markets to U.S. tourism. We are involved in the polipy aspects of 
bilateral and multilateral negotiations to ensure that the barriers 
of other countries to outbound tourism are removed. 

I could, of course, go on and on. But in the interest of time, Mr. 
Chairman, I will close with some quick views on S. 680, the Tour- 
ism, Policy, and Export Promotion Act of 1991. 

S. 680 would update the International Travel Act of 1961 to en- 
sure that the act, and USTTA will appropriately serve our national 
tourism interests in the decade of the 1990's and be^^ond. The ad- 
ministration would support the enactment of S. 680 with some revi- 
sions. My written statement sets forth these concerns. 

I am confident, however, that we can arrive at a bill that the 
President would be pleased — ^more than pleased — ^to sign into law. 
And while not rising to a m^jor concern by any means, I will say— 
what you touched on about my one concern on the one, section 3, 
which identifies the national goal of tine bill — ^to increase and sus- 
tain U.S. export earnings, and to maintain a travel and tourism ex- 
port surplus. 

I woidd say, with all due respect, that it should be a more 
broad — a broader goal than that. Section 3, 1 feel, fails to give due 
weight to section 11 which, besides increasing U.S. export earnings, 
would also add two new elements to our national tourism polipy, 
ensuring the orderly growth and development of tourism, and co- 
ordinating and encouraging the development of the rural tourism 
industry. 

Given the prominence of section 3 in the bill, I would like to 
see— or see it highlight all of these goals together — and emphasize 
a key to our national tourism policyt increased tourism develop- 
ment. 

For increased tourism development is important for the United 
States regardless of where visitation originates. 

And Mr. Chairman, that concludes my lengthy summary, and I 
would be pleased to try and answer any questions you or me com- 
mittee may have. 

[The prepared statement of Mr. Keller follows:] 
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Prepared Statement of Mr. John G. Keller, Jr. 

Mr. Chairman and members of the subcommittee, I appreciate this opportunity 
to appear before you to discuss the importance of the travel and tourism industiy 
to the United States eoonomy. the role of the United States Travel and Tourism Aa- 
ministration (USTTA) in implementing the national tourism policy set forth in the 
International Travel Act of 1961, anahow the International Travel Act should be 
revised to ensure that our national tourism policy and USTTA will appropriately 
serve this nation's interests in the 1990's. 

As set forth in the International Travel Act, the first objective of our national 
tourism policy is to ''Optimize the contribution of the tourism and recreation indus- 
tries to economic prosperity, full employment, and the international balance of pay- 
ments of the United States. 

Toward this objective, USTTA seeks to encourage the United States travel and 
tourism industry to expand its international trade efforts to increase United States 
export earnings throu£^ trade in tourism; increase the number of medium and small 
sized firms involved in the international travel export market; provide accurate and 
timely maiket research and economic data on international travel markets to Unit- 
ed States international travel firms; identify and seek to eliminate barriers to the 
entiy and growth of United States tourism services in the international maiket; fa- 
cilitate the entry of small and medium sized business into the international mart 
by nroviding them with the maiket intelligence, counseling, and training necessaiy 
to develop their international tourism export marketing programs; and encourage 
and sponsor involvement by reoional organizations and state and bcal sovemments 
in international tourism development efforts throu^ seminars, worKshops, and 
other forms of technical assistance. 

The International Travel Act has not been updated since 1981, and appropriations 
to fund USTTA's activities have not been autnorized since FY 1982. However, the 
act provided the Secretaiy of Commerce and USTTA with the broad enabling au- 
thority needed to implement our national tourism policy over the decade of the 
1980's. Further, the Congress, particularly because of the efforts of the House and 
Senate tourism caucuses, has never ceased to recognize the importance of USTTA 
and particularly its role as our national tourism omces in foreign lands, and has 
continued to iimd USTTA throufl^ appropriations. 

I am pleased that the President's budget request for FY 1992 supports USTTA 
and its continued funding. 

IMPORTANCE OF THE TRAVEL AND TOURISM INDUSTRY TO THE ECONOMY 

In 1990, total travel and tourism expenditures in the United States exceeded $327 
billion, accounting for about 6 percent of our GNP. This made travel and tourism 
the third laigest retail industiy and the second largest private employer in the 
United States, contributing to the generation of dmost 6 million jobs. I think noth- 
ing more needs to be said regarding the importance of the travel and tourism indus- 
try to our economy. 

EXPORTING UNITED STATES TRAVEL AND TOURISM 

As events of recent 3rearB have so clearly indicated, the world has become a global 
maiketplace and U J3. industry has had to adapt. If America is to remain a prosper- 
ous nation, UJS. industiy needs to be competitive in the world economy. And this 
means it must be able to provide the highest quality products and services at attrac- 
tive prices and export them to diverse markets worldwide. Indeed, as the President 
has repeatedly said, eicports are the key to this nation's economic nowth. 

The UnitedTStates oners the finest business and leisure travel destinations in the 
world. Last year, 39 nuUion international travelers spent $63 billion in the United 
States and on international fare pigments to U J3. carriers. All told, our travel trade 
balance of payments for 1990 was in surplus b^ more than $5 billion. These figures 
show that America's tourism products or services are of high quality and that the 
United States travel and tourism industry is tapping the international maiket. 

Projections for annual growth of tourism worldwide for the decade of the 1990's 
range from 6 to 10 percent. Mudi of iMs growth will come from increasing levels 
of msposable income and leisure time throughout laige portions of East Asia, East- 
em Europe and Latin America. 

THE ROLE OF THE FEDERAL GOVERNMENT: PROVIDE THE FOUNDATION FOR ENHANCED 

TOURISM DEVELOPMENT 

Because of its product and the growth of the world mariLet, the American travel 
and tourism industiy has a golden opportunity throu^ enhanced travel and tour- 
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ism trade development to tap and capture a far greater share of the world market 
than it now has. 

Indeed, it has been said that '^e loftiest edifices need the deepest foundations." 
And while the Federal Government does not provide the product with the exoeotion 
of things like our national parks, forests, ana marine sanctuaries, it must estSLuish 
a deep, well-laid foundation for enhanced tourism development. As I see it, there 
are three cornerstones of this foundation. 

The first cornerstone is awareness. We must make people aware of the economie 
impact of a healthy national tourism industiy. USTTA needs to do a better Job of 
making known one of the kevs to a healthy travel and tourism industiy — that is, 
of course, enhanced travel and tourism trade development. 

We must ensure that leaders in government and business, not to mention the 
American people themselves, realize the importance of improving our nation's abili- 
ty to offer a quality tourism product; hence, the importance of awareness. 

The second cornerstone is unity. Admittedly, few important American industries 
are so broad and involve so many sectors. We have airlines, bus lines, hotels, mo- 
tels, bed and breakfasts, restaurants, travel companies, attractions, finandal serv- 
ices companies, and car rental companies. The list goes on and on. The travel and 
tourism mdustxy, with its myriad of components, is a hard one to grasp. 

Too many casual observers see our counties recent gains in tourism as only bene- 
fiting a select few of the '^ig" airline compuiies, hotelcompanies, and tourist desti- 
nations. To the contraiy, in 37 of our 60 states tourism is now, either the first, sec- 
ond or third largest industiy. Our gains in tourism have meant jobs, tax revenues 
and economic opportunity for thousands of owners of rental car companies, ''mom 
and pop" motels, cuibside diners and country inns. Clearly, the industry's suooess 
is America's success. 

Tourism development is an under-utilized, economic development tool. And it is 
a tool that could be used throu^out our landr— in communities laige and small. 

Already, USTTA has done a groat deal to foster enhanced levels of awareness and 
unity thixm^ our leadership of the "Go USA" Travel Industiy Coalition and 
throu^ our co-chairmanship of the Travel and Tourism Awareness Council. 

As we all know, the impact of the recession and gulf war proved to be verv severe 
on the tourism industiy. As a resul^ my predecessor, Deputy Secretary Rockwell 
Schnabel, helped facilitate the fonnation of what Ib now knoMm as the Travel Indus- 
tiy Coalition. This is a group of 60 industry-related companies who were, and re- 
main, interested in working together to fi^^t the effects of the recession and gulf 
war. They had their first meeting this past Februaiy in Secretaiy of Conmieroe 
Mosbacher's conference room at the Department of Commerce. 

The coalition has raised over $6 million to pay for a m^jor advertising campaign 
aimed at American consumers, ui^gintf their return to normal travel habits. With we 
support of the President, the First Lady and Secretaiy Mosbacher, as well as the 
leaoership provided by Bill Marriott of Marriott hotels and Fred Kalek of Northwest 
Airlines, the coalition has generated a dramatic improvement in Americans' willing- 
ness to return to their normal travel habits. 

But we still have a ways to go. Because of its success in the domestic market, 
the coalition is considering a continuation of its woik, perhaps expanding it to in- 
clude the international maiket. Hopefully its international woik would meet with 
the same success. 

The third cornerstone is an updated national tourism policy. This is where Con- 
gress has two vital roles to play: 1) rovising the International Travel Act to ensure 
tnat our national tourism polic^ and USTTA will appropriately serve this nation's 
best interests in the 1990's; and 2) conducting its oversight function of USTTA. In 
this, we must be partners. 

With these cornerstones of awareness, unity and an updated national tourism pol- 
icy, we will have come a long way towurd meeting the challenges of the 1990's, and 
beyond. 

ustta's role in implembntino national tourism poucy and its programs and 

XNrriATIVBS 

Before I outline USTTA's pro gram s and initiatives, I would like to state three 
veiy important points about USTTA's role so that you can view our activities in 
their proper context. 

First, we are not just in the business of international tourism marketing— we are 
in the business of tourism development. 

Second, we direct and must continue to direct our activities towards doing things 
the industry cannot do by itself and as acting as a catalyst. 
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Third, we respond and must continue to respond to changes in the industiy and 
maiket. Indeed, industries like empires and species, prosper or perish— depending 
on their abUity to change. 

With these points in mind, I would like to briefly outline some of the programs 
and initiatives of our age ncy . 

Most of you know of USTTA because of its tourism promotional woik. This is the 
woik done by our 13 regional ofKoes in nine foreign countries in which we promote 
the VS. as the world's premier tourist destination. Not only do these ofSces gather 
invaluable market intelligenoe and establish an important UJS. presence in these 
maikets, but thev also act as a catalyst for U J3. travel and tourism companies, large 
and smsul, to '^ll' United States travel and tourism products and services in other 
lands. 

Many— but not all— of the promotional fimctions that our offices perform are done 
in concert vdth the mariceting efforts of America's travel and tourism companies. 

We also facilitate the marketing efforts of the 50 states and of the insular areas. 

Throu^ our regional maiket development program we are encouraging all 60 
states and insular areas to woric within regional coalitions of which they are a part 
This is vexy important so that those regions and states that cannot market them- 
selves internationally in an effective manner have the chance to reach the interna- 
tional maricet as part of a regional campaign. 

Let me stress that the job of international marketing— of effectively selling the 
American tourism product to selected countries overseas — ^most often requires re- 
sources beyond those available at the federal level and beyond those available at 
the state and local level. The only effective way to get the job done is cooperatively, 
on a regional basis, with strong participation by industiy. 

Besides the cost factor, this makes groat sense from a pure maiketinff viewpoint. 
Most international visitors to our countrv want to see various states witnin selected 
regions. Most potential visitors to the united States have to invest much time and 
money just to get here. To maximize that investment they do not want to limit their 
visit to one ci^ or one state. Thus, in order to "sell" America on a regional basis, 
USTTA directs mudi of its resources to helping regions maiket themselves. 

In 1989 USTTA's regional office in Tol^ learned that the Japanese were veiy 
interested in witnessing America's "cowboy culture" of 100 years ago that they had 
read and heard so muoi about. Knowing that this culture is exhioited in portions 
of the West, USTTA found that there is a section of Midway 89 that cuts throu^ 
the states of Montana, Wyoming and Utah that makes it veiy easy for tourists to 
witness various exhibits, museums, and other attractions highlighting this long lost 
American way of life. 

As a result, USTTA introduced a program in Japan, a veiy lucrative maiket for 
the United States, promoting travel to this area of our countiy. The name of this 
promm was "Hi^way 89 in '89.' In the first year of the program's existence, thou- 
sands of Japanese travelers came to this part of our country— ^where they had never 
before come in any appreciable numbers — and spent in excess of $1.5 million. 

The woik of Montana's, Wyoming's, and Utah's tourism offices was commendable; 
thev, like the rest of the states, have a tremendous product to offer to the worid. 

But I dare say: Tliis success stoiy would not have taken place were it not for the 
inteUinncegathering, the maiketing, and the facilitating that USTTA did. 

While UStTA is primarily known for its promotion efibrts, there are ma ny oth er 
functions it performs. The fact that this is not well known is probably USTTA's 
fault. 

One example is advocating government and industiy actions which will provide 
for the long-term success of America's tourism interests. For example, as the imple- 
menter of America's tourism policv, and serving in its role as catiuyst for the tour- 
ism industry, USTTA advocates the preservation of something vitally important to 
all Americans— the environment. America's environmental treasures are some of our 
countiy's most popular tourist destinatbns. As a result, the preservation of these 
gems— whether irs Yosemite National Paik or Chesapeake Bay— is vitally impor- 
tant. Now, USTTA is neither the Department of the Interior nor the Environmental 
Protection Agency, but it is entirely appropriate for us to woik with the tourism in- 
dustry to m^e sure that tourism development of these attractions does not end up 
killing the goose that laid the golden egg. 

Another example is USTTA's role in developing and promoting rural America. 

As Uie Members of Congress from rural America well know, America's rural com- 
munities need to diversify from agriculture and manufacturing. They need to move 
into industries, such as tourism, that create jobs and tax revenues. 

What you may not know is that our international visitors want to see more of 
what th^ term, 'the reid America." They want to see those beautifiil areas of our 
countiy tnat are far away from the congestion of our cities. 
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For these reaaons, USTTA soes to great lengths to foster the development and 
mariceting of tourism opportunities in rural America. 

USTTA is working with the President's Economic Policy Council Woiidng Group 
on rural development to enhance tourism opportunities in rural America. 

Further, USTTA has done a great deal to advise the leadership of various rural 
communities on how to develop a tourism product, how to establish an infraatnic- 
ture to maintain a tourism incmstry, and how to market that product. An excellent 
illustration of the benefits of these efforts \a aopcurent in Fort Scott, Kansas, Ythen 
rates of international tourism increased bv 300 percent the first year after the im> 
plementation of such a program, in which USTTA played a leading role. 

So, you see, this kina ofsuccess is g^at for American tourism in general as well 
as for this particular rural community in America's heartland. 

The development of tourism opportunities featuring America's tremendously broad 
ethnic heritage is another concept that deserves enthusiastic suoport. 

Perhaps no one feature better distinguishes America from all other nations than 
that our 50 states are a melting pot of multitudinous ethnic cultures and back- 
grounds representing virtually the entire world. Like so many other diaracteristks 
of Americas, this is attractive in the eves of international visitors. 

By way or back^und, I am sure tnat you are all aware of the President's com* 
mitment to minontv business development opportunities. This is a hi^ priority of 
the President's, and. USTTA is assisting the Commerce Department agency duu^d 
with this mission, the Minority Business Development Agency (MBDA), m aooom* 
plishing it. Together, we have mitiated a joint program to promote touriam develop- 
ment opportunities in those areas that boast a deep heritage of Native-, Hispanic- 
and African-American culture. Fourteen cities and rural areas were chosen on the 
basis of the extent of their minority culture and history, as well as the particular 
area's ability to develop and maintam a prosperous tourism industiy. 

In this way, USTTA is promoting, to those international maricets where we have 
detected an mterest, those areas of America that have a particularly heavy concen- 
tration of minority culture and histoiy. 

One noteworthy example of the success I envision of this program is the interest 
on the part of our Japanese Mends, in seeinff HarlenL The Japanese have read or 
seen a gjreat deal about Hariem being a base lor the beginnings of AMcan-American 
culture m North America, and the Japcmese are interested in seeing this first-hand. 
When USTTA and MBDA are done fully developing this program, we plan on seeinff 
not only increased tourism, but increased minority ousiness opportumties generatea 
by that tourism. 

Another role USTTA performs \a improving the methods whereby the VS. Gov- 
ernment processes international visitora. We have all heard the horror stories about 
international visitors being stranded at Customs or Immigration clearance chedc- 
points at our nugor gateway airports, sometimes for as many as four houro. USTTA 
projects that the annual number of visitors to the United States will si^ficantly 
increase over the next three years. Indeed, visitor clearance and facilitation la one 
of the most pressing issues confronting us. 

As chairman pro tempore of the Tourism Policy Council, the Federal Inter-Agency 
Tourism Policy Coordinating Council established by the Litemational Travel Act, 1 
am in touch with the ofQcials of Customs, Immigration, and other involved fedoral 
agencies and, I promise you, we are all committed to woriung tirelessly to improve 
this sore point in our countiys tourism picture without compromising national secu- 
rity and the integrity of America's borders. 

I am pleased that the Departments of State and Justice have recently agreed to 
expand the visa waiver program from 8 to 30 countries. This pro-am of waiving 
non-immigrant visa requirements will enable more international visitors to obtain 
an expeditious clearance throu^ America's gateway airports. 

There are also otherprograms, at various points in development, that will help 
alleviate the problem. Tnese include: the Customs Bureau's advanced passenger in- 
formation service (APIS) and pre-clearance prosram as well as pre-inspection whidi 
is administered jointly by Customs and INS. AU of these programs aim to facilitate 
a more expeditious clearance for our international guests using high tedinologjr 
communications equipment. 

USTTA, itself, administers a "gateway receptionists" program in coivjunction with 
the Department of Education at 12 United States international arrival airports. 
This program is designed to provide interpreter service, in 37 languages, to arriving 
international passengers to help speed them through processing and to make them 
feel welcome. This program was recently credited by a GAO report that you commis- 
sioned, Mr. Chairman. Let me move on to other things USTTA does. 

For example. USTTA is working hard to educate the domestic providers of tour- 
ism products about the demands made by the international tourism market. For ex- 
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ample, less than three months from now we will hold, in ooi\junction with the Travel 
Industry Association, regional educational seminars, programmed into only those 
areas more recently interested in the international max^ets. A top notch 'racidty* 
will be assembled, which includes a USTTA regional director, a domestic as well as 
an overseas tour operator, representatives of state and city tourism oiganizations, 
receptive aoents, and selected USTTA headquartera max^eting and research stair 
meoobers. Subjects to be covered include 'liow-to" sessions on choosing an interna- 
tional taiget maiicet, evaluating the local tourism product, start-up promotional ac- 
tivities in the maiket, production of a multi-year marketing plan, cooperative mar- 
keting plans, and regional maiketini^ plans, just to name a lew. 

Scheduled to cover all regions of me United States on a rotating basis, each semi- 
nar draws attendance of tourism "exporters" from 8 to 10 adjoining states. These 
include airline representatives, hoteliers, tour operators, and representatives of 
rental car compames, bus companies, bed and breakfasts and other elements of the 
local travel ana tourism industiy. 

Quite simply, the more that American small- and medium-sized business owners 
know about trade promotion in tourism, the better the prospects for grass roots 
growth for the entire ind ustry . 

For another example, USTTA negotiates, in coi\junction with the Departments of 
State and Transportation, a number of bilateral and multi-lateral trade agreements 
and tourism side letten in order to further open up the international tourism mar- 
ket. An example is the woric that USTTA's Office or Policy is doing with the Canadi- 
ans. 

As I have mentioned, Canada is America's largest maritet for inbound tourism; 
yet. a number of significantly sized Canadian population centera are not served by 
airlines that fly into the UJS. We are working to open this up so that more Canadi- 
ans can do what they want: travel to the U.S. 

Furthermore, USTTA is currently involved in negotiations regarding services for 
the GATT and involved in administration efforts to negotiate a north American firee 
trade agreement. 

for my last example, USTTA woiks to improve the quality of the research and 
maiket data that it uses itself and that it provides the rest of the U J3. Government 
and the tourism industiy. We are constantly doing international market researdi 
in order to better understand the populations most open to maiketing efforts by 
U J3. companies and regional coalitions. In this way, all can better target their limit- 
ed resources. 

So, as you can see, there is a great deal that we do, both in trade promotion and 
policy, to attract visiton to the UJS. and to ensure that we here m the United 
States— theproviders — do all that is possible so that our visitors' stay here is pleas- 
urable. USTTA's job is to do this by providin£[ industiy, state and bcal governments, 
other federal agencies, and regionid organizations, with services that, in many 
cases, would otherwise fall by the wayside — services that often times only a federal 
agency can provide. 

S. 680 

I would now like to briefly outline the administration's views on S. 680, the Tour- 
ism Policy and Export Promotion Act of 1991." 

S. 680 would update the International Travel Act of 1961 to ensure that the act 
and USTTA will appropriately serve our national interests in the decade of the 
1990's. Further^ the bill would authorize appropriations for USTTA'S fiscal year 
1991-1993 activities. The admimstration would support the enactment of S. 680 pro- 
vided it is revised as follows: 

First, section 3 would make it the goal of S. 680 *to increase and sustain United 
States export earnings from United States tourism and transportation services trad- 
ed intemationaUy and to maintain a travel and tourism export surplus in order to 
help eliminate the overall United States trade deficit.' 

I must sav with all due respect, that the goal of S. 680 should be much broader — 
to update United States tourism policy to ensure that it and USTTA will appropri- 
ately serve this nation's best interests in the 1990's. Increased tourism development 
is important for the United States regardless of where visitation originates. I am 

S leased that section 3 wiU not become part of the International TravefAct by itself, 
lather, section 11 is where S. 680 would actually revise our national tourism policy. 
There increasing 'United States export earnings from United States tourism and 
travel services traded internationaUy" would be made the number two objective of 
our national tourism policy. Peihaps more importantly, section 11 would add two 
new elements to our national tourism policy and make them our number three and 
four objectives— ensuring the ''orderly growth and development of tourism" and co- 
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ordinating and enoouragiiig 'the development of the rural tourism induitiy*. How- 
ever, given the prominence of lection 3 in the bill we would like to see it reviaed 
to hignHflht theie ooali and to emphaaize the key to our national tourism polii^<— 
increasea tourism oevelopment. 

Second, section 6 would require the Secretaiy of Commerce to identify, analyie, 
and estimate the impact of acts, policies, or practices of each foreign countiy uiat 
constitute significant barriers to. or distortions of. United States travel and tourism 
exports. This provision would duplicate efforts of the Office of the United States 
Trade Representative (USTR) which reports annually on foreign barriers to United 
States exports of goods and services. USTTA cooperates, and works together, on a 
regular basis, with USTR in conq>iling information on these types of barriers. Sec- 
tion 5 would also require the Secretaiy to estimate the trade distorting impact on 
United States commerce on any act, policjr, or practtee so identified, and the value 
of additional United States travel ana tourism exports that would have been eiqport- 
ed to each countiv during sudi calendar year if each such act, policy, or practioe 
did not exist. To do this would be overly burdensome in time and cost. Accordinj^, 
we recommend the deletion of section 6. 

Third, section 8 would require the Secretary to ensure that the services of the 
United Stotes and Foreign Commercial Sendee (US&FCS) continue to be available 
to assist USTTA at locations identified by the Under Secretaiy of Commerce for 
Travel and Tourism, in consultation with the director general of the USAJ*CS. On 
principal, it is objectionable for Congress to direct a Cabinet officer to have two 
agencies under his or her direction cooperate with one and another. That is presum- 
ably why agencies are grouped in particular departmente— te aid each other in ac- 
complishing departmental inissions and in accomplishing their own missions. 

Furthe]% Air. Chairman, I am pleased to report that USTTA coordination with the 
Foreign Commercial Service component of the US&FCS is well developed in most 
maikets, even those in which uSTTA maintains its o¥m presence. Presently, 
USTTA and US&FCS cooperate in '^isit USA' committees in 19 countries. These 
countries are Australia, New Zealand, Japan, Korea^ Hong Kong, Brazil, Araentina, 
Colombia, Venezuela, reru, Spain, Bekium, The Netherlands, Denmaik, SwedeiL 
Norway, Finland. Switzerleuid and trade shows for host countiy travel agents and 
other members or the travel industry who promote tourism to the United States. 

Tourism is on the agenda for the four US&FCS annual regional senior commcffdal 
officer conferences. At these conferences, USTTA will brief US&FCS officera on the 
latest developments in inbound tourism and discuss ioint action plans. Also we will 
consider identifying additional countries where, together. USTTA and US&FCS can 
organize Visit USA committees. Accordingly, we would like to see section 8 deleted. 

Fourth, section 9 of the bill would create a charitable and non-profit corporation 
to be known as the 'llural Tourism Development Foundation,' similar to the Na- 
tional Park Foundation, to assist USTTA in developing and promoting rural Amer^ 
ica as a travel destination for international visitors. The foundation would be ad- 
ministered by a board of directors, whose voting membership would be composed of 
nine to fifteen private citizens with experience in tourism matters. Its non-voting, 
ex-offido members would be the Under Secretary of Commerce for Travel and Tour- 
ism and representatives of federal agencies rasponsible for recreational sites in rural 
araas, as the board determines appropriate. 

The administration supports the concept and objectives of the foundation. It is an 
innovative way of forging a partnership oetween the private sector and USTTA in 
the development and promotion of rural tourism. However, the Department of Jus- 
tice believes that the creation of a federally-chartered, nominally private foundation 
to assist a federal agency in accomplishing its mission would pose legal problems. 
The fact that the foundation's directors would be originally appointea by a federal 
official, and that the foundation could use the services and facilities of the federal 
government upon request without reimbursement therafora, is inconsistent with the 
roles of the private sector and the federal government. A better approach would be 
to keep the establishment and direction ofthe foundation, including anv fimd rais- 
ing efforts, entiraly separate firom the federal government. This could be accom- 
phshed by revising the bill to allow the Under Secretaiy for TVavd and Tourism 
to designate a foundation or corporation established under state law to cany out 
the purposes set forth in the bilL The National Endowment for Democracy Act (22 
UJS.C. H4411-4413) and section 201 of the Support for East European Democracy 
Act of 1989 (22 UJS.C. $6421) (Enterprise Funds) provide possible models. 

Fifth, section 12 of the bill would authorize appropriations for USTTA of $18 mil- 
lu)n for FY 1991, $21 million for FY 1992, AND $24 million for FY 1993, of whidi 
no more than $600,000 in any year could be appropriated to matdi partially or 
wholly the amount or value of contributions to, and provide administrative services 
for the Rural Tourism Development Foundation that would be established by section 
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9. Section 12 needs to be revised to make the authorization level consistent with 
the President's budget request — $17,686 nuUion for FY 1992, and such sums as may 
be necessaiy for FY 1993. In addition, the President's FY 1992 budget reauest does 
not include funds for the Rural Tourism Development Foundation. Funding for a 
rural tourism development foundation should come from the private sector. Conse- 
quently, the authorization of appropriations for that purpose needs to be deleted. 

In conclusion, Mr. Chairman, I would like to assure you and the rest of the sub- 
committee of our willingness to work together to arrive at an enrolled bill that liie 
President will be pleased to sign into law. 

I would be pleased to answer any questions that you or the members of the sub- 
committee may have. 

Senator Rockefeller. Mr. Keller, we have another vote call. 
And I actually have 16 questions that I would like to ask you. But 
I could not do that, even if there were no vote called. 

So. what I think I will do, Senator Bryan, Senator Bums, if it 
is all right, is suggest that we submit questions to you so that we 
do not hold you. Sid then let me just say that again, that I really 
feel good about our working together. I think it is going to be a 
good relationship. And I thmk we can see this reauthorization bill 
through and have the President sign it, which I know he wants to 
do. 

Mr. Keller. Absolutely. 

Senator Rockefeller. So, I am really pleased that you have 
come. I apologize for this vote, but it shows at least that we are 
doing something. And we will work well together. 

Mr. Keller. Indeed. 

Senator Rockefeller. And you will get 16 questions from me, 
and several others from other members. 

Mr. Keller. We welcome them. 

Senator Rockefeller. Thankvou very much. 

Mr. Keller. Thank you, Mr. Cnairman. 

Senator Rockefeller. I would like to exercise, Senator Bryan, 
my preroe[ative here, as chairman, in a little fashion, if you do not 
mmd, ana call John Brown, Jr.. who is commissioner of the West 
Virginia Division of Tourism and Parks to the stand. 

I think you would do that too. you understand that 

Senator Bryan. I understand that. It is what has caused you to 
rise to the meteoric heights that you have, Mr. Chairman, so I 
quite agree with your judi^ment there. [Laughter.] 

Senator Rockefeller. John, as I have told you a number of 
times, I think that what you and Governor Caperton are doing for 
tourism is absolutely first-rate. And I think it follows, you know, 
on the spirit that I tried to bring to tourism in the State of West 
Virginia that we are being battered on a lot of fronts. But there is 
an enormous opportunity. And it continues to grow. And your stew- 
ardship is verv precise, and very steady, and very exacting. 

And we welcome you here, and are delightea to hear what you 
have to say. 

STATEMENT OF JOHN H. BROWN, JR., COMMISSIONER, WEST 
VIRGINIA DIVISION OF TOURISM AND PARKS 

Mr. Brown. Thank you very much. Senator Rockefeller. It is a 
pleasure to be here. 

Mr. Chairman, members of the subcommittee, I want to thank 
you for the opportunity to testify on a subject that significanUy in- 
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fluences the economy of the State of West Virginia in its endeavor 
to create a viable and lucrative tourism industry. 

I am referrine to the projects and programs of the U.S. Travel 
and Tourism Administration and the impact that they have wiUi 
regard to the international tourism marketing programs of the 
State of West Virginia. 

My name is John Brown, and I am the Commissioner of the 
State of West Virginia's Division of Tourism and Parks. And my job 
basically is to develop, implement, promote, and manage a compre- 
hensive tourism prc^am for the State of West Virginia ana to 
oversee our extensive State park system. 

Efforts to develop the tourism mdustiy in West Virginia b^an 
in the late 1970's under the Mr. Chairman, up there, Senator 
Rockefeller. And the efforts that he made really made a significant 
improvement in the recognition of West Virginia as a tourism desti- 
nation. 

West Virginia began to capitalize on its natural assets of moun- 
tain scenery, outdoor recreation, and, indeed, cultural heritage. Un- 
fortunately, those gains were largely lost due to a deemphasis of 
tourism marketing in the middle-to-late 1980's. According to na- 
tional tourism statistical studies. West Vir|;inia lagged behind Uie 
general increases in the United States at this time. 

While the Nation's tourism industry grew by approximately 8.8 
percent. West Virginia's tourism industry grew by only 1 percent 
during that period of time. 

In 1989, an act of the West Virginia Legislature, supported by 
Gov. Gaston Caperton designated proceeds from the West Virginia 
lottery— believe it or not— to be used for education, senior citizen's 
programming, and tourism. As a result of the consisting fUnding 
source made possible by this act, the tourism industry of West Vir- 
ginia is, once again, growing and expanding. 

To illustrate this growth, we commissioned an economic impact 
study of tourism in West Virrinia during the past 2 years, 1989 
and 1990. At a time when the Nation faced economic recession and 
a crisis in the Persian Gulf which inhibited travel and tourism, 
West Virginia tourism revenues grew by about 6.6 percent during 
those— from 1989 to 1990. 

Last year overall, revenue from West Virginia's tourism industiy 
was about $2.6 billion, a gain of $164 million over 1989 and ap- 
proximately one-ninth of the State's gross product. So, I thii^ you 
can see it is a very significant part of our economy in West Virgin- 
ia. 

In addition, tourism industry growth increased West Vir|;inia's 
emplo3rment force by over 2,000 — ^actually, 2,419 new jobs m the 
State from 1989 to 1990— for a total of over 40,300 jobs, full-time 
workers in this industrv in the State. And the industry payroll, the 
tourism industry paj^oll increased by about $60 million. 

Now like the Nation, West Virginia's economy is evolving from 
a manufacturing, heavy industry focus to a more service industiy 
orientation. Last year, travel and tourism ranked as the No. 2 em- 
plqver in our State. 

To ensure continued growth of West Virginia's economy, we must 
assure tiie continued growth of travel and tourism by promoting it 
in our market regions. While West Virginia's tourism promotion ef- 
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forts have strongly focused on the regional domestic market, we 
have found that the international market also represents an impor- 
tant source of tourists for our State. 

Obviously, we cannot emphasize that very much in our small 
budget — and I will explain a little later how USTTA has helped us 
in that regard on the international tourism front. As our interstate 
highway system in West Virginia was completed, more and more 
Canadian travelers began usmg West Virginia highways to travel 
to southern destinations. And thus, we targeted Canada as a mcgor 
tourist market. 

In 1990, over 150,000 Canadians traveled in and through West 
Virginia. In addition to those Canadians who drove their private 
automobiles, there are many who are visiting West Virginia by 
means of motorcoach tours. Canadians represent one of the top five 
eroups which visit West Virginia on organized tours. As a result, 
last year we organized a week-long, public and private sector tour- 
ism/trade mission to Ontario to try to capture more of that market. 

With the absolute essential direction and assistance of USTTA, 
West Virginia was able to conduct a successful mission and host a 
significant information and hospitality event which continues to in- 
fluence Ontario travel and tourism operators, and travel-related 
media. 

Because of USTTA's commitment to assisting States and U.S. 
communities. West Virginia will be able to conduct another mission 
to Canada this year, in September. Without the infrastructure of 
support from USTTA, and West Virginia's ability to call upon 
USTTA for technical assistance and international connections, it is 
unlikely that we could ever successfully compete in the internation- 
al tounsm market — ^whether it is in Canada or abroad. 

Although our tourism promotion budget has been significantly in- 
creased. West Virginia still ranks only 34 among the 60 States in 
terms of funding for tourism projects. Our budget allows us to do 
only so much. States with limited resources, like West Virginia, 
and States which are suffering under the effects of economic reces- 
sion, must have the support of USTTA to compete in the interna- 
tional tourism arena. It is as simple as that. 

West Virginia has realized and demonstrated the importance of 
both domestic and international tourism as it influences the evolv- 
ing economy of a single State. For a $3 million investment in tour- 
ism promotion — ^and that is what we spent in West Virginia— West 
Virginians have received almost $2.5 billion in return. 'Diat is quite 
an mvestment, quite a return on investment. As an old banker, I 
would like to have that ROR all the time. 

I submit to you that the method of our success is applicable to 
the rest of the Nation as well. In 1990 the Nation enjoyed a signifi- 
cant trade surplus, as was mentioned here many times, in interna- 
tional tourism. Despite USTTA's limited — ^and I would venture to 
say inadequate — ^funding. And in 1991 this trade surplus is expect- 
ed to grow. 

Mr. Chairman, I implore you and members of your committee to 
reco|;nize international travel and tourism as an industry which is 
crucial to our Nation's financial stability. I ask you to continue to 
support the projects and programs of USTTA in their efforts to fa- 
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cilitate this industry and assist States, such as West Virginia to 
reach beyond our Nation's borders to attract foreign visitors. 

Thank you, sir. 

[The prepared statement of Mr. Brown follows:] 

Prepared Statebient of John R Brown, Jr. 

Mr. Chairman, members of the Subcommittee, thank you for this opportunity to 
testify today on a subject that significantly influences the economy or the State of 
West Virginia and its endeavor to create a viable and lucrative tourism industiy. 
I am referringto the programs and projects of the U.S. Travel and Tourism Admin- 
istration (USTTA) and the impact that they have with regard to the international 
tourism mariceting programs or the State of West Virginia. 

M^name is John Brown and I am the Commissioner of the State of West Virgin- 
ia's Division of Tourism and Parks. My charge is to develop, implement, promote 
and manage a comprehensive tourism program for the State of West Virginia and 
to oversee our esctensive state paric system. 

Efforts to develop the tourism industiy in West Virsinia began in the late seven- 
ties under former Governor John D. Rockefeller IV ana such eirorts made siflniflcant 
gains, unfortunately, those gains were laigely lost due to a de-emphasis or tourism 
maiketing in the middle to late 1980's. 

Previously, statistics from the U.S. Travel Data center indicated that West Virgin- 
ia had realized only smaU ^wth in travel and tourism expenditures. For example, 
the 1986-1987 West Viivima statistics trend lagged substantially behind the oener^ 
al increases in the U.S. West Virginia grew at 1 percent versus an 8.8 growtn per- 
cent nationally in the industry. 

However, an act of the West Virginia Legislature, as supported b^ Governor Gas- 
ton Caperton in 1989, desi^ated proceeds from Uie West Vii^gima Lotterv to be 
used for education, senior citizens and tourism. As a result of a consistent ninding 
source made possible by this act, the tourism industiy of West Vir^nia has made 
incredible strides with reference to growth, expansion and economic impact— on the 
domestic level in the last two vears. 

To iUustrate West Virginia s tourism gro¥rth, we commissioned an economic im^ 
pact study for 1989 and 1990. The comparison is astounding. At a time when the 
nation faced economic recession. West Virginia tourism industry revenues grew by 
6.6 percent from 1989 to 1990. 

In 1989. the total impact of the tourism industiy on West Virginia's econonqy was 
$2,321 billion. This resulted in total fuU time equivalent employment of 37,960 
workera with a payroll of $401 million. 

In terms of state tax receipts, the industry generated $14 million in personal in- 
come tax, $5 million in corporate tax, and f^S million in state tax. overall, the in- 
dustiy generated $104 million in state taxes in the year 1989. 

In 1990, the West Virginia Travel and Tourism Economic Impact study was con- 
ducted once again. Results of the study demonstrated that overall revenues from the 
industiy were $2,475 billion in 1990, representing a $154 million gain. 

In addition, travel and tourism accounted for the generation of $108 million in 
state tax revenues — a four nullion doUar increase over 1989. 

Tourism also made substantial gains in West Virginia's employment force in 1990 
with a total of 40,379 full time equivalent workers representing an increase of 2,419 
empbyees. Total payroll increased l^ of $60 million from 1989 to 1990. 

Not unlike the nation, itself. West Vii^ginia's economic base is evolving firom a 
manufacturin^ndustrial focus to a service industry orientation. Last year, travel 
and tourism ranked as the number two empbyer in our state. To assure continued 
growth of West Vimnia's economy, we must assure the continued growth of travel 
and tourism through its promotion in our maiket re^ons. 

Expectations for the results of the 1991 economic impact study are quite hi^ 
During fiscal year 1990-1991, the West Virginia Division of Tourism and Pariu uti- 
lized approximately $2.8 million to promote West Virginia as a tourism destination 
by using print and broadcast advertising within a narrow radius of our domestic 
maiketplace. 

As a result of our programs, calls to our toll-free tourism hotline have increased 
dramatically. During a spring flight of broadcast advertising in eleven metropolitan 
maikets encompassing six states and the District of Columbia, domestic inquiries 
to 1-800-CALLr-WVA increased as much as 200 percent on peak days. 

Man^ of the men^re of this Subcommittee have i»t>bably seen West Virginia's 
advertisements, and are familiar with our endeavor to promote domestic tourism. 



Digitized by VjOOQ IC 



29 

Many of you have visited West Virffinia and, in doing so, have become aware of our 
vast natural assets and aesthetic, pleasing environment. 

While our promotional endeavors have focused primarily on the domestic maiicet. 
we have found that the international market also represents an important potential 
source of tourists for west Virginia. 

As U.S. Interstates 77, 79 and 64 were completed through West Virginia, more 
and more travelers began to utilize these vital passageways to access northern and 
southern destinations. With convenient access, beautifiil sceneiy and li^t traffic 
flows, these highways allow our Canadian nei^^ibors who travel through west Vir- 
ginia, to also stop and spend a day or two with us. 

In 1990, 882,162 individuals registered their names and addresses at West Virgin- 
ia highway visitor centers, of this number, 45,184 individuals were of Canadian ori- 
gin, representing 5.12 percent of total registrants. If we apply this percentage to the 
total visitations to the centers, we may estimate that over 130,000 Canadians trav- 
eled to or through West Vii^nia in a twelve- month period. 

In addition to those Canadians who travel by private automobile, we have seen 
an ever-increasing influx from Canadian-originatea motorooach carriers. 

Citing statistics from the National Tour Association report of 1989, we may con- 
clude that the Canadian motorooadi market is becoming a vital portion of West Vir- 
ginia's overall tourism economy: During that year, tours to our state, which orioinat- 
ed in Ontario, represented 13.48 percent of total jiassenger nights into West \argin- 
ia by National Tour Association operators. Ontario ranks as number four among the 
leading places of origin for visitors to West Viiginia who travel by motorooach. 

Thus, while in the embryonic phase of devebpment, international tourism mar- 
keting is rapidly becoming a lucrative opportumty for the State of West Vir^uoia. 

Taung note of our increasinggain of Canadian travelers, staff from the west Vir- 
ginia Division of Tourism and Parks and West Virginia Governor Gaston Caperton 
gathered representatives of the state's tourism industiy to conduct a trade mission 
to Toronto, last August. 

With the help of the UJ3. Travel and Tourism Administration's Toronto office rep- 
resentatives. West Viiginia was able to host a significant information and hospitfu- 
ity event which continues to influence Ontario travel and tourism operators and 
travel-related media. 

Jack Richardson, BiU Tolson and USTTA'S Toronto staff served as the guiding 
force behind this mission, and Mdtheut their assistance, I would venture to say that 
such a mission would have been impossible for a state such as West Virginia. 

Although our tourism promotion budget has been significantly increased in the 
past few years. West Viiginia is ranked 34 among the 50 states in terms of finding 
for tourism prolects. Our oudflet albws us to do only so much. 

Because of USTTA'S commitment to assisting states and US communities, we are 
now able to host another mission. Unlike the f&st, the mission slated for September 
17, 1991 will be devebped in partnership with our regional nei^bors, North Caroli- 
na and Tennessee. 

West Virginia has learned a vital lesson in economics from its work in tourism. 
And that is that partnerships with neif^iboring states and utilization of the regional 
approach can enable a state with linuted resources to reach far beyond the scope 
of Its singular budflet. 

It is the regional concept which has prompted another federal agency, the Appa- 
ladiian Regional CommissioiL to support international tourism endeavors for the 
first time in the commission's nistoiy. 

Notinff that international tourism is one of the nation's most viable export prod- 
ucts ana one of the most efiicient and effective means of produdnff income in the 
counties of the thirteen states which comprise the Commission's autnority, the ARC 
has aUocated stait-up funding for three projects involving North Carolina, Tennes- 
see, Maryland, Pennsylvania, Virsdnia and West Virginia and the international mar- 
kets of Canada, Great Britain ana Germany. 

Without the infrastructure of support from USTTA, and the state's ability to call 
upon USTTA for technical assistance and international connections, it is unlikely 
that the proposed ARC prqjects will be successful in meeting their expected out- 
comes. 

States with limited resources, such as West Virginia, and those states who are 
suffering under the constraints of economic recession must have the support of 
USTTA to compete in Uie international tourism arena. 

The proposed maiketing strategy for USTTA touts the utilization of partnerships 
between the Federal flovemment, the private sector, and the states and cities of our 
nation. We in West Virginia are keenly aware of the value of such partnerships. 
Without private sector and Federal partnerships, our tourism industry could not 
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have reached the level that it has today. Furthermore, without such partnerships, 
we cannot expand and grow into the lucrative international market. 

While the promotions of the USTTA have benefited West Virginia, as in the 1989 
Discover America campai^, it is the maiketing expertise anaestwlished inroads 
that USTTA possesses which are of real value to our state's goals. 

For example, in 1985, USTTA printed a recponal brochure for Washington, DC; 
Virginia; Maiyland; Delaware; anq Wes tVir yima in a multitude of^languages. These 
brochures were then di " ' ' " "' - . « . •- -. 

Ital^, Japan and other ( 
limited fiscal resources, 
ed without USTTA. 

Althou^ West Virginia is just beginning its entry into the international travel 
and tourism niaiket, the predicted economic success of such an undertaking is 
enoudb to influence the support of West Virginia businesses and industries, state 
and locsii government leaders; community leaders and the citizens as a whole. In 
addition, our strategic marketing plans have won the approval of the Appalachian 
Reffional Commission. 

With the nromotion of the Pittsburs^ and Washington, D.c. ports of entiy, in com- 
bination with the airports throughout West Virginia and our interstate highway svs- 
tem, we believe that USTTA can help us successfully attract a significant portion 
of the international tourism market, and, thus, positively influence the state's econo- 
my. 

West Virginia is a beautiful state with n^yriad recreational and entertainment fa- 
cilities as well as historical and cultural heritage sites. USTTA nrovides akaost all 
of West Vii^ginia's international marketing ventures since fbnoing is so limited. 
Their offices throu^iout the world distribute our state's promotional literature and 
provide our marketing and sales staff vdth leads and follow-up. 

Our neighbors, Kentucky, Maiyland, Pennsylvania, South Carolina, Tennessee 
and Vii^^ima have budgets ranging from $28,000 to $1 million directed solely at the 
international visitor, tiiese states are able to promote themselves in Canada, the 
United Kingdom, Germany, Japan, France ana other areas of western Europe on 
their own. We cannot attract foreign tourists unless entities such as USTTA can as- 
sist us. 

West Viiiginia has realized and demonstrated the importance of both domestic and 
international tourism as it influences the evolving economy of a single state. We are 
evolving from a manufacturing-based state economy to a more varied one where we 
are being recognized as a recreational mecca by those who visit us. For an approxi- 
mately $3 million investment, west Virginians received almost $2.5 billion in return. 

I submit to you that the method orour success is applicable to the rest of the 
nation as well. 

Mr. Chairman^ I implore you to recognize international travel and tourism as an 
industry which is crucial to our nation's financial stability. I ask you to continue 
to support the projects and programs of USTTA in their efforts to facilitate this in- 
dustry and assist states such as West Virginia. 

Senator Rockefeller. Thank you very much, John. 

Now let me just get you to elaborate a little bit in explaining— 
when ^ou thought about going up to Canada to get this going, what 
was— just take me throu^ the process: that you contacted USTTA, 
how it was that they helped you, and the difference that they 
make. 

Mr. Brown. Well, the first thing that we did, of course, was we 
contacted your good offices, and we talked with Amy Bereer on 
your staff. And Amy suggested that we get in touch with Bill 
Tolson in Canada. And we worked through uSTTA's Toronto office 
for probably a period of 5 to 6 months. As you know, as you are 
obviously very aware, there is a lot of protocols involved in crossing 
an international boarder, even one as friendly as Canada. Ana 
there are a lot of details that needed to be put together, people that 
we needed to contact, special people in the tourism trade up there 
that we needed to have invited to events — all of those kinds of 
logistical details were handled by USTTA for us. And again, if it 
had not been for them, we would have had great difficulty in doing 
tiiis. 
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I might also add that this was — and emphasize that this was a 
mission not only by a State government, but it was also, we were 
accompanied by 40 private sector tourism representatives who 
spent about 1 week to 10 days up there. And it really was quite 
a successful event And we are going to build on it this year. 

As a matter of fact, this year, in addition to West Virginia, we 
have joined with North Carolina and Tennessee. So, vie three 
States will be going up in September. And USTTA will be intimate- 
ly involved, obviously, again, in making that a successful visit for 
all of us. 

Senator Rockefeller. One of the things that I think is most ex- 
citing in tourism for West Virginia is the chance for us to attract 
folks from other countries. The WWA radio station, in Wheeling, 
in fact, I have always felt was kind of our private sector marketing 
device because it reached into Canada very easily. And people 
would come down. And now it has become much more sophisticat- 
ed. 

You indicated there are about 20,000 people working in tourism 
in West Virginia on a daily basis? 

Mr. Brown. Well, actually, there are 40,000. 

Senator Rockefeller. 40,000 — and I contrast that to the num- 
bers, for example, who are working in coal mining. Most people 
would probably say well gee, probcubly half the population of the 
State. 

Well, unfortunately, we are talking about 22,000. So that you are 
talking about an industry which employs almost twice as many 
people as the industry which most people associate with West Vir- 
ginia. 

Mr. Brown. Absolutely. 

Senator Rockefeller. Exporting is so basic to West Virginia, 
there are only three other States mat eraort greater— in terms of 
their gross State product— as does West Virginia. We are interna- 
tionally, you know, interdependent. We depend upon other coun- 
tries for our goods and for our welfare— far more than really, many 
of our people know. 

So that by boosting tourism, it is boosting our trade balance of 
payments. And what you and I are trying to do is to get our people 
to understand that that is what we are talking about. That when 
you are dealing with other countries, you are talking about just 
goods that are as real value as the television set, or as an automo- 
bile. And that we have that unique opportunity in West Virginia. 
And that people do not always want to go see the Statue of Liberty, 
or the Washington Monument. They want to go out to Nevada and 
see the way folks live there. They want to come to West Virginia 
and see the way we live — ^the allure of our coal mines. People are 
fascinated by coal mines. 

We are actually taking down temples and taking down company 
towns when these are enormous assets. Wheeling, WV, has 1,000 
Victorian homes from the 1840's, 1850's, 1860's, and 1870's. 

And all these treasures are there. And the private sector is catch- 
ing on with that. You are working with that. So that the export 
business, in general, and the promotion of international tourists to 
come to West Virginia is incredibly important 
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Can you jus1>— so that I will not sound like I was making a 
speech— H^ould you just indicate a couple of other ideas that you 
have, that you are working with, to attract folks from other parts 
of the world to West Vireima? 

Mr. Brown. Well, we nave also been working with the Appalach- 
ian Regional Commission on four different tourism projects, cooper- 
ative protects with groups of States. And I try to remember these. 
I know that one of them is dealing with the German market, and 
we are dealing with Ohio, New York, and Pennsylvania. We have 
two programs, two cooperative ventures to the United Kingdom, 
with Tennessee, North Carolina, and Kentuclsy. And we have one 
to the German market, with Maiyland. 

One of the things that I think that that illustrates — and I want 
to give credit where it is due — ^I think we would be remiss if we 
did not note that the Appalachian Commission, throiug^ Senator 
Byrd's — ^largely through his efforts — ^was able to secure those funds. 

But one of the things that I want to note for the committee is 
that while we are all very patriotic and — ^that is not the word, but 
I guess parochial— in our own States, we in this business recognize 
the absolute, essential nature of marketing on a regional basis. 
And if it was not for the people in MarylancC particularly, and peo- 
ple in North Carolina, since we do not have a port of entry, oovi- 
ously, we depend upon them to do joint kinds of tourism efforts. 
And we do that. 

These efforts involve the regdon. For example, in western Mary- 
land, you have Antietam Battlefield. Well, vou can take a 2-nme 
walk trom Antietam. across a bridge into Shepardstown, WV, and 
you have walked back a century. 

And the other interesting thing about that is— just a little lure 
here — ^is that all of the confederates are buried in what is now 
West Virginia. They were not allowed to be buried in Maryland. 

So, we are be^ning to develop with Maiyland, for example, a 
cooperative tourism effort that beeins at uie Fairfax Stone in 
northeastern West Virginia, at the Maryland border, and runs all 
along there, through the eastern panhandle of West Virginia. And 
we have joint projects with ski areas, with brindng the ski train 
into Maryland, and bringing the people down to West Virginia and 
cooperative kinds of things uke that. 

And I just want you all to be aware that while, again, we are 
veiy parochial people and we love our States as individual States, 
we recognize the necessity, the absolute necessity of marketing on 
a regional basis. And we have made compacts, workine through 
great organizations like TIA and USTTA to work togeuier more 
closely so that we can bring the rest of the world the tourism prod- 
ucts that we have in the United States. 

Senator Rockefeller. Just one final point, then I will turn it 
over to Senator Bryan — ^the USTTA is so important too, because if 
they do not have on their shelves, West Virginia in a package, 
along with the George Washington country, States that we share 
domain with, so to speak, we are not going to have as good a suc- 
cess. I mean USTTA is very important to us. Because what tfa^y 
put on that shelf, people come in to decide fi*om Japan, or Germa- 
ny, or Ireland — ^wherever it might be — ^where they want to go. Tliey 
are not necessarily sure where they want to go, and they look A 
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a reeion, and that includes West Virginia. And they end up goine 
to West Vir^ia because West Vireinia was in that package. And 
if West Virginia had not been in that package thev might — since 
we are not necessarily that well known yet— not make the decision 
to eo there. 

So, USTTA really helps us with that 

Mr. Brown. Absolutely, particularly rural States like West Vir- 
ginia where there is not a whole lot known outside of the region 
where we are. And just to emphasize that, we are in brochures in 
all of the areas where USTTA is located throughout the countrv« 
And if it was not for that, we would not be mere. There would 
never be any tourists. 

Now that we are setting the cooperative programs together it is 
going to help. But USTTA is the common Imk there has been his- 
torically to provide us with some kind of a presence overseas. 

Senator KOCKEFELLER. Thank you, John. 

Senator Bryan. 

Senator Bryan. Thank you, Mr. Chairman. 

Let me congratulate you, Mr. Brown for your efforts on behalf of 
your State. 

Mr. Brown. Thank you. 

Senator Bryan. And obviously the testimony which you have of- 
fered to us this morning which is insi^tful. 

Let me just as you a couple of practical questions, if I may. 

Mr. Brown. Sure. 

Senator Bryan. Chairman Rockefeller and other members of this 
committee have been concerned about visitor facilitation and how 
we make the experience a more pleasant one for our foreign travel- 
er. 

What kind of feedback do you get— in other words, I am sure 
that i)eo^le are delighted to be a part of your Stote; love comins 
and visiting— I am not talking so much about what they see, ana 
their enchantment with the majestic beauty of your Stete, but in 
terms of the mechanical arrangements, the way in which not only 
West Virginia but we, in this country, handle our foreign visitors. 
What do you hear, and is there a theme, is there a consistent re- 
frain that you hear that may be instructive? Because you are on 
the front line. 

Mr. Brown. Yes, sir, I think there are a number of things. But 
what comes to mind to me, particularly— and I think I am speaking 
for States that have not experienced the influx yet, in great num- 
bers of foreign tourists — ^is a need by the Stetes to have people 
trained in the customs, and trained in how to treat people from dif- 
ferent countries. 

We have learned a lot about Japanese customs in the last couple 
of years. 

Senator Bryan. But when we say customs, you are not telking 
now about American customs in terms of processing, you are talk- 
ing about customs of nationalities 

Mr. Brown. Meeting the needs, yes. 

Senator Bryan. OK. 

Mr. Brown. Meeting the needs of the foreign tourist. 

If you go to Europe, and I have been to Europe a few times, tfa^ 
know how to treat Americans in most places that want to do busi- 
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nes8 with you. I think the people in the United States are the most 
hospitable people in the world. But I do not think they have the 
wherewithal right now, particularly in rural areas, to deal with the 
cultural and the custom kinds of needs that I think are necessary. 
That I would refer to an overused term, infrastructure, and in my 
remarks I mentioned that that is what USTTA could help us with, 
putting on regional seminars, or providing the ability to teach us 
that receive these visitors how to make tnem want to come back. 

And a lot of times, it is just not anything more than just some 
simple courtesy kinds of things and some recognition factors. And 
then, those people feel as if they are wanted. 

So, I thiuK tnat is one mcgor area that USTTA could help, par- 
ticularly rural States, States away from the coasts, that do not get 
the volume of tourists yet. 

Senator Bryan. Mr. Brown, do I correctly conclude that that is 
an area that perhaps USTTA is not doing as much as they need 
to in terms of providing that kind of information? 

Mr. Brown. Well, I would not be critical of USTTA. I think with 
the grossly inadequate budget that they have, they have necessari- 
ly been concentrating on marketing efforts. But I would i^nk, I 
would hope that if we get more of an emphasis on the international 
tourism market, that we would get down to some of the nuts and 
bolts that are really going to make this thing last over time. 

Senator Bryan. Well, on the suggestion that you make is not 
particular to West Virginia. 

Mr. Brown. Absolutely not. 

Senator Bryan. We are all trying to attract the foreign visitor. 
And if there are cultural sensitivities, particular things that we 
need to be sensitive to in receiving our foreign visitor, tnat kind of 
information generated at USTTA could be made available to vari- 
ous Stete tourism commissions. 

And then I take it that you could follow on. You probably have 
something akin to what we have in Nevada, where you have kind 
of an annual meeting where you get your tourism people together. 
And that you could, m effect, relay the information which the State 
office has to local, private sector tourism activities so that ttiey 
could be aware of it, get additional information^and at least 

Mr. Brown. Yes, sir, we would not expect USTTA to go out and 
do the training. But I think to act as a conduit for the information 
to the States, I think it would be really a beneficial thing to do. 

Senator Bryan. One last question, because I know the chairman 
wants to move on to our other distin^shed paneliste, but any 
other specific suggestions? I think that is helpful. That is the kind 
of specifics that a lot of us are looking for. We ^enerically agree. 
But you are out there meeting people, and gettmg a reaction to 
them. And that is something that is a very doable thing and not 
a big-budget item. 

Anything else you think we could do? 

Mr. Brown. Well, I do not know whether or not this would be 
under the aegis of USTTA, but international signing is very impor- 
tant, also. And to the extent that we can have some impact, this 
committee or USTTA on another governmental c^enpy— maybe the 
Department of Transportation or whatever— I think it is really im- 
portant for the State, if we are going to ask people to come into 
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the State, to recognize what the international society, to use the 
international symbols to make it easier for people to recognize cer- 
tain things. 

So that would be 

Senator Bryan. Are we talking about a highway signage now, or 
are we talking about silage within a particular community? 

Mr. Brown. I think it is more than highway signage. I think it 
is more than that-^and again, thfit is something that would be a 
mcgor, mcgor project, obviously, that the States— but I think that 
we could, from whatever agency would give us, or whatever create 
the consistent signage, then we could make it filter down to the 
States, and to the counties, and the communities. 

But I think that is another — ^if you are asking about nuts and 
bolts and specifics, I think again, it makes the tourism product 
user friendly, if people who do not speak our language necessarily 
can still understand where to go to the bathroom, or where to eat, 
or what is coming up. 

Senator Bryan. Well, that package could be put together and 
would have a generic content. So, you could extract from it what 
you tiiought was relevant in West Virginia in the particular inter- 
national market that you are trjrine to attract. 

Mr. Chairman, I thank you, ana it is nice to have you with us, 
Mr. Brown. I appreciate your testimony. 

Senator Rockefeller. Thank you very much, John. I appreciate 
your coming, and it was verv important to us. 

Mr. Brown. Thank you. Senator. 

Senator Rockefeller. Thanks a lot. 

OK, our second panel will be Mr. Ned Book, who is president of 
the Travel Industi^ Association of America; Mr. Joe Shapiro, who 
is senior vice president of the Walt Disney Co., who I think, Joe, 
I last saw last Mav; and Brian Smith wiui Busch Entertainment 
Corp., St. Louis, MO. 

So, we welcome you gentlemen. And Ned, we will start with you. 

STATEMENT OF EDWARD R. BOOK, PRESIDENT, TRAVEL 
INDUSTRY ASSOCIATION OF AMERICA 

Mr. Book. Thank you verv much, Mr. Chairman. 

Senator Rockefeller. All of your statements are automaticallv 
entered into the record. So, do not feel that you have to do it all. 
[Laughter.] 

Mr. Book. I hear your message. Thank you, sir. 

We are very appreciative of your calling this hearing. And allow 
me. on behalf of the industry, to express our appreciation to you 
ana your colleagues on this committee. Senator Bryan, Senator 
Bums, having some first-hand knowledge of your interest, and your 
dedication and your work. We appreciate your individual and col- 
lective efforts on behalf of the travel and tourism industry. You are 
marvelous champions for us, and we thank you for your efforts. We 
appreciate what you are doing with this hearing, and we know the 
bill is going to be successful. And we appreciate it. 

I am not going to recite numbers for you. I think they have al- 
ready been iinected into the testimony bjr other speakers. But I do 
want to talk briefljr about the economic impact and importance of 
the travel and tourism industry. It is very impressive. And I know 
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that all of you know it, and I know that you are familiar with those 
numbers. 

However, our industry, as you also know, has felt the ill effects 
this past vear of both domestic and international pressures and cri- 
sis. Clearly, the private sector was vividly reminded during this pe- 
riod that we cannot sit back and wait for business to walk in &e 
door. 

As Senator Bums alluded to in his comments, the GO USA coali- 
tion is an example of how the industry responded to the needs of 
the time. And I might say that USTTA was very helpful and in- 
strumental in helping to form that coalition, and uien to work with 
it on an ongoing basis. 

However, as a nation, we are sittine back and waiting for the 
business to come in the door. In the global, tourism marKetplace, 
our national Government is waiting for the world to beat a path 
to our shores. Despite the best efforts of this subcommittee and the 
U.S. Travel and Tourism Administration, which remains minimally 
funded, USTTA deserves the credit it has received for mounting a 
monumental effort with negUgible resources. 

But perhaps it is time to come to grips with the fact that USTTA 
cannot possibly fulfill its mandate with the budget it receives. The 
USA Marketing Council, a TIA group of 35 top marketing execu- 
tives representing a broad cross-section of the travel industry, as- 
sembled earlier this year to examine how USTTA can best market 
our Nation. 

Brian Smith, the former chairman of the Council is here today 
and will testify before you in a few minutes, and will provide a de- 
tailed outline of their proposal, which has been endorsed by the 
Government Affairs Council— on whose behalf I am testifying 
todav, Mr. Chairman. 

Allow me to provide an overview of their conclusions. First — and 
this will hardly surprise you— the United Stetes does not sufficient- 
ly understand and appreciate the economic importance of interna- 
tional tourism. The USA Marketing Council second finding was, as 
I alluded to earlier, that USTTA is woefully underfunded for the 
mission that it has been assigned. And unfortunately, it does not 
appear likely, in view of present Government budget limitetions, 
that these numbers will change substentially in the near term, de- 
spite the imposition last year of a so-called user fee. As you know, 
we as an association are opposed to this arbitrary and illogical tax. 

The third finding of the USA Marketing Council was that a more 
optimum use of the Federal Government's tourism marketing re- 
sources could be achieved by a more focused, priority-tergeting of 
the international markets with the most potential. 

I note with interest that your bill, S. 680, Mr. Chairman, also di- 
rects USTTA to concentrate on the markets of greatest potential 
What I think the Council has supplied is the how. Encouraging 

t)ubUc and private partnerships, the USA Marketing Council be- 
ieves, must be the cornerstone of USTTA's marketing strategy. 
Given its Umited budget, USTTA should better utilize tne market- 
ing expertise and resources that the private sector has already de- 
veloped. 
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This new arrangement for USTTA would maximize returns in 
prime markets, while maintaining a sufficient presence in mature 
markets. 

The markets to which USTTA should redirect its focus are those 
in which there is great potential for substantial growth in tourism 
to the United States, but where little has yet been done to encour- 
age that growth; or uiose markets where more targeted promotions 
to market segments promise a sign^cant payoff. 

Another important recommendation of me USA Marketing Coun- 
cil calls for the establishment of a new USTTA matching grant pro- 
gram that would allow nonprofit entities to receive financial assist- 
ance for approved tourism development projects. We believe this 
program will be particularly useful to States, regions, localities, 
that mig^t otherwise lack the necessary resources to undertake 
meaninraul market penetration. 

I think you have just heard John Brown allude to the relation- 
ship between he and the other States in the George Washington re- 
gion, and how thev could utilize this kind of a USTTA relationship. 

If I may, I would like to offer an additional thought, emanating 
from my service on the Government Affairs Council, Mr. Chairman. 
And that is that USTTA is the Federal voice of the travel industry, 
yet it is dwarfed by other agencies with greater visibility in the pol- 
icy arena. 

This much change as we become increasingly a global economy — 
and no industry is more global than tourism. Great harm can come 
firom indifference toward, or ignorance of travel and tourism. This 
is not an area where the travel industry can fend for itself. 
USTTA's polipy role must be strengthened. 

The TiA Gevemment Affairs Council were both recently directly 
involved in a situation that demonstrates dramatically the need to 
keep the interest of travel and tourism uppermost in the formula- 
tion and implementation of public polipy. 

During the peak travel season in Brazil, when thousands of Bra- 
zilians want to travel to the United States, the United States con- 
sulate in San Paulo, was able to process only 500 of 2,000 daily 
visa application reauests. There was a real and immediate danger 
of seats being sold but not filled on flights fi*om Brazil to the Unit- 
ed Stetes. 

Fortunately, after being approached by USTTA, the Government 
Affairs Council and the Brazilian Association of Travel Agents, the 
Office of Consular Affairs at the Stete Department has taken emer- 
gency action to increase staffing at the San Paulo consulate, and 
improved the situation substantially. This single incident does 
raise serious questions, however, about the allocation of resources 
to such visa processing activities and the extent to which senior of- 
ficials at the Stete Department and other Government agencies re- 
alize that their decisions and policies may damage our Nation's 
lareest export. 

We suggest this incident also confirms that USTTA must be en- 
couragedTand authorized to play a lead role in the formulation and 
evaluation of many intergovemmentel and interagency actions. 

Mr. Chairman, the proposals developed by the USA Marketing 
Council, with the support of both TIA and the Government Affairs 
Council capitalize on our past successes. But more importantly 



Digitized by VjOOQ IC 



38 

take the critical next steps into the future. It is with this realiza- 
tion that the agency must redirect its resources, concentrate on 
international markets of highest potential; work in tandem with 
the private sector and State and local governments; and enhance 
its visibility and involvement in other Government policymaking 
arenas that have great bearing on travel and tourism. 

Then, USTTA potential can begin to be fulfilled. 

Mr. Chairman, again, I appreciate this opportunity to be with 
vou today. And I will be happy to answer any questions you may 
have. 

[The prepared statement of Mr. Book follows:] 

Prepared Statement of Edward R. Book 

Thank vou Mr. Chairman and members of the Subcommittee. It is indeed a pleas- 
ure to be nere with you again this afternoon. Our industiy knows that you ana your 
Subcommittee coUeaoues are aware of the importance of tourism to this countnr as 
a vital component of international trade, ana that you have long been committed 
to enhancing our ability to compete in the global tourism marketplace. We welcome 
this hearing as a major step in that direction. 

I am Edward R. Book and I am president of the Travel Industrv Association of 
America, or TIA. I also serve as vice chainnan of the Travel and Tourism Govern- 
ment Affairs Council. The Council, an affiliate of TIA, is comprised of thirty-five na- 
tional oi^ganizations representing nearly every segment of the travel and tourism in- 
dustry, including transportation, acconunodations, food service, travel agents, tour 
sales, recreation and attractions, as well as state and local travel and tourism o^- 
cials. It is on behalf of the Councnl that I appear before you today. 

The economic impact and importance of tne travel and tourism industry is indeed 
impressive. This industiy is our nation's largest export, second largest empbyer and 
third largest retail industry. Travel and tourism expenditures within the United 
States amounted to more than $327 billion in 1990, or about 6.7 percent of our gross 
national product. 

In addition, travel and tourism spending in the United States provided about 5.8 
miUion jobs and nearly $83.5 biUion in wages and salaries during 1990. Travel and 
tourism is the first, second or third largest employer in 37 states. 

Our industiy has also proven itself to be a dependable source of abundant iob op- 
portunities for minority groups that have traditionally found it more difficult thfm 
others to find jobs. The industry employs 997,000 blacks (eleven percent more than 
the national average for all empbyment), 786,000 jobs for luspanic-AmericaiiB 
(twenty-eijG^t percent more than the national average), neariy 4.6 million jobs fat 
women (eighteen percent more than the national average), and neariy four million 
jobs for youths, 16 to 24 years of age. 

Tax revenue generated from travel and tourism totaled in 1990 approximately 
$43.5 billion for federal, state and local taxes combined. 

A significant part of travel and tourism's economic impact in the United States 
comes from international visitors. In 1990, these visitors numbered neariy forty mil- 
lion, up nearly twelve percent from the previous year. Their expenditures for united 
States goods and services, including transportation, came to approximately $^.8 
billion. This made travel and tourism the countiys largest export, surpassing agri- 
culture, computers, automobiles and all other exports as an earner oi foreign ex- 
change. 

Ana increasingly, travel and tourism has given the United States something that 
is increasingly rare in other sectors of the economy: a trade surplus. In 1990, inters 
national travelers to our countiy spent $4.7 billion more here than did Americans 
traveling abroad. 

But, Mr. Chairman, despite all this good news, our industry has felt the ill effects 
this past year of both domestic and international pressures and crises. I am sore 
the members of this Subcommittee realize that our industiy has had to combat the 
troika of the ffulf war, fear of terrorism and the recession vdth its resultant drop 
in incomes ana rise in unemployment. 

The war was, thankfully, brief, yet its residual effect is still affecting our industiy. 
The Air Transport Association reports, for example, that 1990 was the worst year 
ever for the aviation industry, with losses of over $4 billion, and another $2 billion 
in losses in the first quarter of this year. Although air travel is coming back, thb 
is only after the collapse of one mi^or airline, and the bankruptcy of four others. 
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The industiy is floing to great lengths to entice travelers back on the '^ad." 
Cruise ships are oflering discounts of up to 50 percent. Hotels are ofTering markedly 
reduced room rates. And airlines have oeen offering dramatic maikdowns on many 
flifl^ts. 

It is also appropriate to acknowledge that durinj^ the daikest days for our indus- 
tiy last winter, ITSTTA was invahiable in mobilizmj^ the industiy and gaining the 
help and cooperation of the highest government officials, including the President, to 
reassure the American public and convince them that travel remamed safe and that 
th^ should not change their life styles because of a madman in the Persian Gulfl 

Tiiese circumstances which I have just described have forced our industry to '^ar 
down* and be more aggressive maiiceters. Clearly, the private sector was vividly re- 
minded durinff this period that we cannot sit back and wait for business to walk 
in the door. Yet, as a nation, that is essentially what we ore doing, in the global 
tourism maiicetplaoel our national government is waiting for the world to Mat a 
path to our shores. 

Despite the best efforts of this Subconmiittee. the U.S. Travel and Tourism Ad- 
ministration (USTTA) remains minimally funded. USTTA deserves the credit it has 
received for mounting a monumental effort with negligible resources. But peiiiaps 
it is time to come to grips with the fact that USTTA cannot poss ibly fulfill its man- 
date with the budget it receives. It is increasingly obvious that USTTA cannot real- 
istically be expected to maiicet the U.S. tourism product around Uie world with a 
$19 million budget for FY 1991. USTTA is able to accomplish impressive feats, but 
they just cannot compete with nations which spend that much in individual coun- 
tries alone. Australia, for example, recently announced a tourism marketing budget 
of $50 million for Just the United States — an increase of 50 percent. 

The USA Maiiceting Council, a group of 35 top marketing executives representing 
a broad cross-section of the travel inoustry, was organized by TIA in 1983 to offer 
Private sector input to USTTA's marketing straieay. Its first product was a recom- 
mended marketing plan for the United States which was presented to the Com- 
merce Department in 1984 and was updated in 1989. Many of the Council's recom- 
mendations were implemented by USTTA and were widely credited with achieving 
positive results. Fm sure it will not surprise you that this group has repeatedly rec- 
ommended increased funding for the agency, while tiying to offer constructive coun- 
sel on what could be done with meager resources. 

This group assembled again earlier this year to confront this dilemma head-on. 
Their specific recommendations have earlier been submitted to this Subcommittee, 
and Brian Smith, the former chairman of the Council, is scheduled to testify before 
you this afternoon. 

But allow me to provide an overview of their conclusions. 

First, the United States does not sufficiently understand and appreciate the eco- 
nomic importance of international tourism. Mr. Chairman, I realize that by coming 
here today, we are preaching to the choir, but there ore others in Congress who do 
not understand what travel and tourism contributes to the econooay of our natk>n 
and the quality of life of so many of its citizens. This, of course, means that they 
do not understand the essential role of our national government in the global com- 
petition for tourism. This was evidenced last vear when the bill ^ou introduced, the 
Tourism Policy and Ejsport Promotion Act of 1990, to reauthorize USTTA, passed 
the Senate, yet stalled in the House Energy and Commerce Committee. 

The USA Marketing Council's second finding was, as I alluded to earlier, that 
USTTA is woefully under-funded for the mission it has been assigned. Our nationls 
ofiicial national tourism office ranks 28th in total spending by national government 
tourism organizations. And unfortunately, it does not appear likely in view of 
present government budget limitations, that these numbers will change anytime 
soon, despite the imposition last year of a so- called '^iser fee" based upon the num- 
ber of international arrivals who are not U.S. citizens. 

Let us also take this opportunity to emphasize that this so-called Tee* is in reality 
yet another tax; it discriminates against one segment of the industiy, the air and 
cruise lines, which must in reality now pay the bill for USTTA directly out of their 
own podcets. The Government Affairs Council was veiy much opposed to the imposi- 
tion of this unfair and unjustified fee, and we support its repeal. The tourist "pass- 
ing throui^ town* has long been an easy target for tax collectors, hunting for ways 
to aUeviate grevdng budget deficits, without incurring the wrath of voters. 

The Uiird finding of the USA Maiiceting Council was that a more optimum use 
of the federal government's tourism maiketing resources could be achieved by more 
focused priority targeting of the international markets with the most potential. I 
note with interest that your bill, S. 680, Mr. Chairman, also direcU USTTA to con- 
centrate on the maricets of greatest potential. What I think the Council has supplied 
is the '%ow.'' 
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Encouraging public-private partnenhipa, the USA Maiiceting Ckmncil believea, 
must be tne cornerstone of UOTTA's maneting strategy. Given its limited budget, 
USITA should better utilize the marketing expertise and resources that the private 
sector has already devebped. This new arrangement for USTTA would maximize re- 
turns in prime markets, while maintaining a presence in mature markets. 

The maikets to which USTTA should redirect its fixnis are those in whidi there 
is a great potential for substantial growth in tourists to the United States but where 
little has yet been done to encourage that ^wth, or those maikets where more tar- 
geted promotions to market segments promise a significant payoff. 

In established, or mature markets, where the United States market share is laige 
and unlik^yto change, where the private sector of the United States is well repre- 
sented, USTTA maintenance offices would continue, as they do now, to give techni- 
cal advice and assistance to American companies and destinations, espedally to 
would-be "new entrants" into those mature markets. 

Another important recommendation of the USA Maiketing Council calls for the 
esti^lishment of a new USTTA matching grant program that would allow non-profit 
entities to receive financial assistance for approved tourism development projects. 
We believe this program will be particularly usefiil to states and localities that 
mig^t otherwise lack the necessaiy resources to undertake meaningful market pene- 
tration. Moreover, this program holds unmistakable appeal for some of your col- 
leagues in the House who seek throu^ intematbnal tourism, to improve the eco- 
nomic fortunes of many of those same states and localities. 

If I may I would like to offer an additional theu|^t emanating firom my service 
on the Government Affairs Council. It is imperative that USTTA play a greater rok 
in Uie federal govemmentls policymaking machineiy. Multilateral and bilateral 
trade agreements and treaties are being ne((otiated daily which only marginally ad- 
dress the needs and concerns of the travel mdustiy, if at all. Dedsions and policies 
pertaining to the facilitation of international travel through improved visa applica- 
tion procedures, more '^iser fiiendly" customs and immigration inspections, and an 
array of issues pertaining to our transportation infirastructure — these all have a 
great bearing on the state of travel and tourism an d yet too often travel and tourism 
has no voice within the councils of government. UvITA is the federal voice of the 
travel industry, yet it is dwarfed by other agencies with greater visibility in the noH- 
cy arena. This must diange. As we become increasingly a gbbal econonqy, ana no 
industry \b more global than tourisn^ great harm can come from indifference to- 
ward, or ignorance of travel and tourism. This is not an area where the travel In- 
dustry can fend for itself. USTTA's policy role must be strengthened. 

The Government Affairs Council was recently directly involved in a situation that 
demonstrates cbramaticaUy the need to keep the interests of travel and tourism uo- 
permost in the formulation and implementation of public policy. During the peak 
vacation season in Brazil, when thousands of Brazilians want to travel to the Unit- 
ed States, the United States Consulate in Sao Paulo reduced its staff and was abk 
to process only 500 of the 2000 daily visa applications it received. There was a real 
ana immediate danger of seats bein^ sold but not filled on flis^ts firom Brazil to Ihe 
United States. Fortunately, after being approached by USTTA, the Government Af- 
fairs Council and the Brazilian Association of Travel Agencies, the OfiQce of Consul- 
ar Affairs at the State Department has been able to take emergency action to in- 
crease staffing at the Sao raulo consulate and improve the situation substantially. 
This single incident does raise serious cjuestions, however, about the allocation of 
resources to such visa processing activities, and the extent to whidi senior ofifidals 
at the State Department (and other government agencies) realize that their ded- 
sions and policies may have a direct and significant imp act on our nation's largest 
export. We suggest this incident also confirms that USTTA must be encouraged and 
authorized to play a lead role in the formulation and evaluation of many intergov- 
ernmental and interagency actions. 

By sharpening its marketing focus and capitalizing to a greater degree on the re- 
sources orthe industry, and perhaps with some restructuring to give greater promi- 
nence to its policy role, we believe USTTA's attention to the tourism-related activi- 
ties of other agencies will be expanded and its capacity to be a more significant pa^ 
ticipant in such policy deliberations will be enhanced. At the same time, its tibma 
to mobilize and represent the industry during such crises as arose last winter wm 
be similarly enhanced. 

Mr. Chairman, the proposals devebped by the USA Marketing Council, with the 
support of both TIA and Government Affairs Council, capitalize on our past success- 
es, out more importantly, take the critical next steps into the future. It is ¥rith this 
realization— that the agency must redirect its resources, concentrate on intematbn- 
al markets of hi^est potential, work in tandem with the private sector and state 
and local governments, and enhance its visibility and involvement in other govem- 
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ment policy-making arenas that have great bearing on travel and tourism— that 
USTTA's potential can begin to be fulfilled. 

Thank you, Mr. Chairman, and I will be happy to answer any questions you may 
have. 

Senator Rockefeller. Thank ^ou, Mr. Book. 

Joe Shapiro, we would be dehehted to hear from you. Actually, 
I should say, Joe. that as I think I have told you before, I was camp 
coimselor to Micnael Eisner. And I have never really been able to 

Srove that. And I am now in a position to annoimce that I can in- 
eed prove it. 

Over this last July 4 weekend, I was going through some old 
scrapbooks. And I foimd a picture that I took of him when he was 
a coimselor. And I am sure that California will be waiting to see 
that picture. [Laughter.] 

Mr. Shapiro. I think that the negative might be of significant 
value, actually. [Laughter.] 

Maybe we can talk about that privately. [Laug[hter.] 

Senator Rockefeller. We welcome your testimony. In Business 
Week, I saw the comment — ^I think it was this week— that domestic 
travel to Disney World in Orlando is down, but it is being kept at 
a net. even level by international travel. 

I should have asked that after ]^ou have given your testimony. 
But if that is true, it is a fascinating fact. I have just always as- 
sumed that could never happen with Disney World. 

Mr. Shapiro. Well, it is correct. In 1990, our fiscal year 1990, for- 
eign tourism at Walt Disney World was 18.5 percent of our guests. 
And it has risen to 20.1 percent of the guests for the period thus 
far in the fiscal year. And actually, that is an estimate. We are 
very confident that that will be the final number this year. So that 
is quite an increase in Orlando. Senator Rockefeller. Good, 
please proceed. 

STATEMENT OF JOE SHAPIRO, SENIOR VICE PRESIDENT, THE 

WALT DISNEY CO. 

Mr. Shapiro. OK, I will skip the statistics as the prior speaker 
did, in the interest of time. Except to mention one thing— which 
will be a constant theme in my testimony. 

When I get the record to correct it, I will note that foreign spend- 
ing was $53 billion, not the $44 billion I had been studying for the 
first 6 months of 1991, about 1990. And I think that it has been 
a problem consistently in this area, that we do not get timely and 
accurate data. 

Having said that, I will skip all of the data except to say that 
in summary, they clearly demonstrate— as does the prior testimo- 
ny — ^that the economic significance of this industry is such that it 
is appropriate for the public sector to try to assist the private sec- 
tor m this area of economic activity. 

The public sector cannot do the work by itself, and it should no 
try to do so. That is not the system in the United States of Amer- 
ica. However, there are significant roles for the Commerce Depart- 
ment and the USTTA to play. And I think this legislation, S. 680, 
does a very good job of recognizing them. 

In addition, Mr. Chairman, I am really pleased that you, and 
Senator HoUings, Senator Bryan, Senator Bums, Senator Pressler, 
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and so many other people have recognized this and introduced this 
legislation. 

In our system, in this country, if the Federal Government devel- 
ops and maintains a coherent commercial policy, it is completely 
reasonable to ask the industry concerned to do its share of tihe 
spending. 

I think this legislation is a strong step in the proper direction. 
And I do not think this industry needs its marketing expense de- 
ferred by the Federal budget. We can handle that by ourselves. 

But it is very important for the Federal Government to engage 
in broad-based development activities, and also to work with other 
interested parties to coordinate activities. In addition, the pubUc 
and private sectors would each be well-served if accurate and time- 
ly data were centrally collected and analyzed. Activities of this l^e 
could lead to better integrated policies in each of the public and 
private sectors. 

As a private sector representative, I would like to see the USTTA 
devote more of its limited resources to the timely collection and 
analysis of data. As I said earlier, historically we are an industry 
that has been short of such data. In fact, I noted with interest that 
one of the findings in the legislation had to rely on 1988 statistics. 

Again, earlier— in fact, I read about it in Business Week in the 
same article you are talking about-^he estimate of $53 billion for 
foreign expenditures in this country in 1990 is not only 6 monUis 
into 1991, that is a 20-percent increase from the prior estimate we 
had all been dealing with. 

With all respect, that is an intolerable delta. We cannot have a 
spread between actual and estimate of 20 percent and make rea- 
sonable decisions. 

Whether one is working in the public sector or the private sector, 
one needs better data and more timely data, and more thorough 
analysis than that. 

I think that the analyses and reports that the authors have pro- 
vided for in section 4, section 5, and section 10 of S. 680 are appro- 
priate functions for the Federal Government. 

We get some of our statistics from private sector groups and pri- 
vate companies. But only the Federsd Government has the exper- 
tise and official stature necessary to really do the work and make 
the product credible. 

I agree with other people who have testified that the shift repre- 
sented by section 7 of the bill is an intelligent approach toward op- 
timizing the use of limited resources. Developing markets wiui 
great potential is a much better way to go than trying to do direct 
marketing. 

Moving in this direction, and in the direction which the USA 
Marketing Council proposes, really lets each participant in the pro- 
gram do uie thing it can do best. 

With respect to funding, I recognize that we all live in difficult 
economic times, and that budgetary restraint is necessary in idl 
areas. However, I believe that the funding sought by this legisla- 
tion is modest in absolute terms, and a real bareain when it is 
compared to the economic benefit it could reasonably be expected 
to generate. 
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People have spoken about national economic efforts. And I would 
like to spend a little bit more time on that. We spend about 1.3 per- 
cent in the United States of what Italy spends. That is in absolute 
terms. 

On a per capita basis, we spend one-third of 1 percent of what 
the Italians spend on tourism. 

Senator Rockefeller. I mean that is every, marketing, every- 
thing. What the Federal Government spends in Italy? 

Mr. Shapiro. No, that is Italian Grovemment expenditures, com- 
pared to U.S. Grovemment expenditures. 

Senator Rockefeller. I see. 

Mr. Shapiro. Our ranking of 56th was referred to by an earlier 
speaker. And actually, it is probably lower than that. Because sev- 
eral countries, including Mexico, France, and Germany, which 
could reasonably be expected to spend more — ^in fact we know they 
spend more — simply do not report their spending. 

If we could obtain a complete set of spendinp; data for the Euro- 
pean Community, the comparison between their collective effort as 
we approach Europe 1992, and our national effort, would be a stag- 
gering statistic. If we are one-third of 1 percent of Italy, imagine 
what we are compared to the aggregate of the European Communi- 
ty. 

On the other hand, one ought not let comparisons like that take 
us too far. Many of the members of the European Community have 
national commercial poUcies which routinely involve massive subsi- 
dies for their industries. In the aerospace industry, which is an- 
other megor contributor to our export picture in the United States 
of America, the example of the massively subsidized airbus consor- 
tium leaps to mind. 

Personally, I do not think that those forms of subsidies are fair 
competition. And I would like to see them restrained. But I would 
not suggest that our country get into the business of subsidizing 
aerospace, or travel or tourism, or any American industry on any- 
thing approaching the scale of the airbus experience. 

That is because I do not think sound policy has to be based on 
subsidy. But coordination is absolutely critical. You have just been 
told the story about visas in Brazil happening at a time of peak 
travel when our airUnes had cranked up to fill these seats and peo- 
ple could not get visas. 

I think that might have been avoided if the USTTA had been in 
a better position to assimilate the relevant information, some of 
which is not obvious — ^unless you work in the business. Right now 
it is winter time in Brazil. People are eager to come to Florida for 
the weather. 

If they were— or Montana, perhaps, for the weather— excuse me, 
I misspoke. [Laughter.] 

We hope that some of them stop off in Florida on their way back 
from West Virginia and Nevada, Montana. We would like to get a 
few of them. [Laughter.] 

What can I say — and South Dakota. 

Seriously, if uie USTTA had been in a better position to react 
promntly and assimilate the data, the State Department midit 
nave oeen able to make its legitimate cost-cutting efforts at a dif- 
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ferent time or a different location and the fiasco to which the gen- 
tleman on my right just referred, could have been avoided. 

As it happens, I appear here todayduring a very difficult period 
for the travel and tourism industr]^. The combined effects of tne re- 
cession and the war were devastating for the industry and in about 
2 years, when I get the statistics, I will be able to give you a quan- 
titative overview of what happened on an aggregate, national basis. 

I do not have to wait 2 years to tell you now difficult it has been 
for our company. For the 6 months ended March 31, 1991, operat- 
ing income in our theme parks and resorts business declined 25 
percent fi*om the prior years comparable period. 

However, even if I were sitting here during the best of times for 
travel and tourism, I would still be endorsing S. 680. A 
businessperson has to manage in good times and bad. And he or 
she will always be assisted if he or she is functioning in a system 
that has a coherent and integrated commercial policy whicli makes 
accurate data and analyses available on a timely basis. 

In closing, Mr. Chairman, I would like to thank you for the op- 
portunity to testify before tnis subcommittee. We at the Walt Dis- 
ney Co. appreciate your interest, the interest of your colleagues, 
and your enorts on oehalf of our industry. Thank you very much. 
I would be happy to answer any questions you have. 

[The prepared statement of Mr. Shapiro follows:] 

Prepared Statement of Joe Shapiro 

My name is Joe Shapiro. I am Senior Vice President of the Walt Disney Company. 

I would like to thank the Chairman and the Members of the Subcommittee m 
the opportunity to appear before you today. 

Disney supports S. 680, the Tourism Policy and Export Promotion Act of 1991. 
I am veiy pleased, Mr. Chairman, that >[ou. Senator Hollings and so many other 
senators have seen fit to introduce legislation which recognizes the contribution that 
travel and tourism make to the economy of the United States and sec^s to sustain 
and increase United States export earnings from this industry. 

The importance of the travel and tourism industry to our economy is demonstrat- 
ed by the following statistics provided by the Travel and Tourism Government Af- 
fairs Council. 

1. Travel and tourism is our largest export, our second largest empbyer and our 
third laiigest retail industry. 

2. Travel and tourism expenditures in the United States amount to over $360 bil- 
lion annually, or about 6.7 percent of our gross national product. 

3. International visitors spent about $44 billion last year in the United States. 

4. The travel and tourism mdustry employs about six million people in the United 
States. 

6. The travel and tourism industry is the first, second or third laiigest employer 
in 37 out of our 60 states. 

6. In 1989, travel and tourism generated approximately $43 billion in federal, 
state and local tax revenue. 

Accordingly, I believe it is appropriate for the public sector to try to assist the 
private sector in this critical area of economic activity. The public sector cannot do 
the work by itself, nor should it try to do so. That is not the system in this oountiy. 
However, there are significant roles for the Commerce Department and die United 
States Trade ad Tounsm Administration to play, and I think S. 680 does a good 
job of recognizing these roles. 

In our system, if the federal government devebps and maintains a coherent com- 
mercial policy, it is ouite reasonable to ask the inoustry to do its share of the spend- 
ing. I think that S. 680 is a strong step in the proper direction toward the develop- 
ment of sound public policy with respect to the travel and tourism industiy, aiM 
I hope you will stay the course. The mdustiy does not need a lar«e portion of its 
meetinff expenses paid for by the federal government. We can handle that by our- 
selves. However, it is important for the federal government to engag|e in broad oased 
devebpment activities and also to woric with other interested parties to coordinate 
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activities. In addition, the public and private sectors would each be well served if 
accurate and timely data were centrally collected and analyzed. Activities of this 
type could lead to better integrated poliaes in each of the public and private sectors. 

As a private sector representative, I would like to see USTTA devote more of its 
resources to the timely collection and analysis of data. Historically, this is an indus- 
tiy which has had to deal with stale information. In fact, I noticed that one of the 
findings in S. 680 referred to 1988 statistics. Whether one woiks in the public sector 
tiying to formulate commercial policy or in the private sector ti^^ing to make a busi- 
ness decision, it is a disadvantage when one has to deal with information which is 
that old. 

The analyses and reports provided for in sections 4, 6 and 10 of S. 680 are appro- 
priate actions for the federal government. It has the expertise and official stature 
necessaiy to do the work and make the product credible. 

On another front, I think S. 680 takes an intelli^nt approach toward optimizing 
the use of USTTA's limited resources. Section 7 shifts the agency's focus from mar- 
ketinff to tourism trade development in the maikets with the greatest potential for 
growth. The U.SA. Maiketing Council has made a similar but somewhat more de- 
tailed proposal which would closely involve USTTA with state, city, regional and 
private sector maiketing programs. I endorse this proposal. I believe that USTTA's 
resources will be better spent if they are directed at the broad issue of development 
while at the same time the agency is able to benefit by woikin£[ closely with other 
groups which have additional resources and specific expertise m marketing. This 
proposal would let each participant in the program concentrate on what it can do 
Best. 

I recognize that we live in difficult economic times and that budgetary restraint 
is necessaiv in all areas. However, I believe that the funding sou^t by the legiria- 
tion is mooest in absolute terms and a real bargain when it is compared to the eco- 
nomic benefit it could generate. 

It may be helpful to put the funding request in context. The Travel and Tourism 
Government Affairs Council reported m Januaiy 1990-^here's some more stale in- 
formation—that the United States ranked about 28th in total spending by national 
government tourist organizations. We are spending about one-third of 1 percent of 
what Italy spends. That's in absolute terms. On a per capita basis, we spend about 
one-third of 1 percent of what Italy spends and rank 56th. In addition to being 
dated, the rankmgs are not precise because a number of countries which could rea- 
sonably be expected to rank hi^er than the United States (including such countries 
as Mexico, France and Germany) do not report their expenditures. By the way, if 
we could obtain a complete set of data for the members of the European Communi- 
ty, the comparison between their collective effort and our national effort would be 



lowever, we should not let comparisons like that take us too far. Many of the 
members of the Europecm Community have national commercial policies which in- 
volve massive subsidies for their industries. In the aerospace inoustiy, a key con- 
tributor to our exports, the example of the massively subsidized Airbus consortium 
leaps to mind. I do not think those subsidies are a fair form of competition, and I 
would like to see such forms of unfair competitu)n restrained^ but I would not sug- 
gest that our country get into the business of subsidizing our mdustries on anything 
approaching that scale. 

Sound policy need not be based on subsidies, but coordination is critical. We re- 
cently suuered throu^ a reasonably stark example of what can happen if efforts 
are not coordinated. At the same time that the USTTA was devoting some of its 
limited marketing resources to encouraging tourism to the United States from 
Brazil, the United States Consulate in Sao Paulo engaged in a reduction in force 
of personnel in the department where visa applications are processed. There is 
never a time when making it hard to get a visa is goin^ to encourage people to visit 
your country, but the nu^tmare here is that the reduction in force took place during 
the peak travel period from South America. I do not mean to suggest that the l^ate 
Department ousht to destroy its budget in the pursuit of travd^ and tourism, but 
I believe that if USTTA had been in a better position to assimilate the relevant in- 
formation and advise the State Department of the consequences of this reduction 
in force, the State Department mi^t have been able to shift the time or location 
of its cost cutting effort in some manner that would suit its purposes as well as the 
public and private sectors' interests in our travel and tourism inoustiy. 

As it happens, I appear before you during a veiy difficult period for the travel 
and tourism industiy. The combined effects of the recession and the war were dev- 
astating for &e industiy, and, in about two vears when I get the statistics, I will 
be able to give you a qualitative overview of the aggregate national impacts. I do 
not have to wait two years to tell you how difScuh It has been for Disney. For the 
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BIX months ended March 31, 1991, operating income in our theme paiks and reaorts 
business declined about 26 percent mm the prior vear^s comparable period. Howev- 
er, even if I were sitting here during the best of times for travel and tourism, I 
would still be endorsing S. 680. A busmess person has to manage in good times and 
bad, and he or she will always be assisted if he or she is functioning in a system 
that has a coherent and integrated commercial policy which makes accurate data 
and analyses available on a timely basis. 

In closmg, Mr. Chairman, I would like to thank you for the opportunity to testify 
before the Subcommittee. We at The Walt Disney Company appreciate your interest 
and your efforts on behalf of the travel and tourism incmstiy. 

Senator Rockefeller. Thank you, Mr. Shapiro, very much. 

We have — ^I am embarrassed to say — another vote, final passage 
of a bill. We cannot manipulate it so that one of us goes and votes 
and the other keeps going, because there is not enou£^ time. We 
are too far. So, we will have to take another— probably 8- or 9- 
minute recess. And then we will come back. We nave a number of 
questions. And we do apologize. 

So, we will stand in recess for another 8 or 9 minutes. 

[A brief recess was taken.] 

Senator Rockefeller. Gentlemen, I apologize that I was a little 
bit longer than I had anticipated. Brian Smith, you are at the bat. 

STATEMENT OF BRIAN SMITH, BUSCH ENTERTAINMENT 
CORP^ ST. LOUIS, MO 

Mr. Smith. Thank you. Good afternoon, Mr. Chairman and mem- 
bers of the committee. It is a pleasure and an honor to be here to 
testify before you on a subject of so much importance to our compa- 
ny, our industry and, really, our Nation. 

My name is Brian Smith, I am with Busch Entertainment Corp. 
and a member and past chairman of the U.S.A. Marketing Council 
It is on behalf of the Marketing Council that I appear before you 
today. 

As Mr. Book indicated earlier, the Marketing Council is oart of 
the Travel Industry Association of America ana is comprisea of 35 
senior marketing executives from throughout the travel and tour- 
ism industry — some of the finest marketing talent in the Nation. 
Most of them have known and worked with U.S. Travel and Tour- 
ism Administration for many years. 

Our industry knows and appreciates. Mr. Chairman, that you 
and your subcommittee colleagues have long realized what interna- 
tional tourism means, and could mean, to our Nation. We sdso 
know and appreciate that you and your subcommittee have faith- 
fully and forcefully advocated substantially greater funding for 
USTTA to enable the United States to fulfill its rich international 
tourism potential. 

It seems clear, however that we are at the crossroads in terms 
of the future of USTTA and its programs. And we commend the 
subcommittee for taking the initiative to reexamine our assump- 
tions and our strategies. In an effort to be useful to this effort, the 
U.S.A. Marketing Council has also examined the question of how 
to improve the competitiveness of the United States in the interna- 
tional tourism market. 

We had quickly agreed on one basic premise: that the USTTA 
should focus its attention on what it can do uniquely well that we 
as an industry, and particularly the private sector, cannot do for 
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ourselves, particularly in the arena of public policy and government 
to epvemment international trade negotiations. 

Trie cornerstone of USTTA's marketing strategy should be to fos- 
ter a partnership between the Federal Grovemment, the private 
sector, and the cities, States, and regions of the Nation. USTTA 
should place the migority of its promotional resources in markets 
where potential for business development is high, particularly 
where httle has vet been done. In the larger, mature markets, 
where the Unitea States has a dominant snare of the long-haul 
market, the U.S. private sector interests are generally well repre- 
sented and with the support of a small country maintenance office 
should be able to maintain and achieve incremental growth in the 
market. Grovemment initiative and development should focus on 
markets of opportunity. 

We believe there should be two principal divisions at USTTA: 
Tourism Trade Development and Policy ^d Planning. The Under 
Secretary of Commerce for Travel and Tourism should continue to 
be appointed by the President and serve as the head of USTTA. In 
addition to overall management of t^e agency, the Under Secretary 
should be primarily responsible for policy and planning functions. 
A career USTTA employee should manage the day-to-day oper- 
ations of the agency. 

At the international level, the Marketing Council believes that 
USTTA should operate through three regional offices: one for Eu- 
rope and Africa: another for Asia and the Pacific; and a third for 
North and South America. These regional offices would centralize 
support functions for all country managers in the region, thus ena- 
bling counti;y offices to remain small, or even be organized on a 
contract basis. 

Every year, requests for new market development proposals 
should be sent to all countries. Visit USA Committees, foreign com- 
mercial service, USTTA country managers, USTTA resionaioffices. 
and the U.S. travel industrv. Proposals would then be developed 
and returned to USTTA which describe and assess a sujggested 
market's growth potential and outline a proposed advertising and 
public relations strategy for that market. 

Proposals would be received for emerging markets, which can be 
defined in several ways: a country with great potential for substan- 
tial growth in tourists, or a market where we can observe recent 
increases in per capita income and demonstrated interest in U.S.A. 
travel, but where little has yet been done to encourage growth. 

An emerging market can also be defined as a generally mature 
market in terms of current generation of visitors but where a par- 
ticular niche or targeted promotion could yield greater results. 
When programs are selected, USTTA should announce its plans to 
laimch a migor program to the industry, so the industry can sup- 
port the overall campaign with its own efforts. 

It is likely that some States, cities, or regions which would be in- 
volved in such market development programs, because of limited 
resources, will choose not to participate. To assist those who need 
financial support, the U.S.A. Marketing Council recommends the 
establishment of a modest matehing grant proCTam to be adminis- 
tered by USTTA. Therefore, concurrently with IJSTTA's announce- 
ment ot ite market development plans, the agency would also invite 
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cprant applications from all cities, States, and regions, as well as 
from other appropriate nonprofit entities for projects and activities 
in support or the new market development program. 

We realize that some of these suggestions are new and unproven, 
and represent departures from current USTTA programs and strat- 
egies. However, we believe that this concept of USTTA leadine a 
strike force, if you will, or, as Under Secretary Keller describe^ a 
catalyst, into areas of the world which promise to develop new 
tourism business for the United States, seems to be a truly sound 
use of precious Grovemment resoiu*ces, with the probability of im- 
pressive and measurable gains. 

Accordingly, we strongfy recommend that these new market de- 
velopment programs be clearly and thoroughly evaluated after they 
are concluded. Clear and measiu*able assessment criteria should be 
established as part of the new market development program. Pro- 

frams should be monitored, with the findings reportea to Consress. 
xpansion of such focused promotional efforts should certainly be 
dependent upon positive results and available resources. 

Finally, Mr. Cnairman, as you well know, the level of Grovern- 
ment support for policies to facilitate international travel to our 
shores and for marketing the United States as a preferred destina- 
tion have been chronically disappointing. But with a fresh start 
and bold innovative programs, the U.S.A. Marketing Coimcil be- 
lieves that a recharged and more focused USTTA can measurably 
increase the number of international visitors to our great Nation. 

Thank you, Mr. Chairman, and I would be happy to answer any 
questions. 

[The prepared statement of Mr. Smith follows:] 

Prepared Statebient of Brian Smith 

Good afternoon, Mr. Chairman, and members of the Committee. It is a pleasure 
and an honor for me to be able to testify before you on a subject of such vital con- 
cern to my company, my industry and, indeed, the nation. 

My name is Brian D. Smith. I am with the Busch Entertainment Corporation and 
a member and past chairman of the USA Mariceting Council. It is on oehalf of the 
Marketing Council that I appear before you today, so I would first like to explain 
what this group is and why it is so interested in the subject of this bearing. 

The USA Marketing Council is part of the Travel Industiy Association of America 
and is comprised of thirty-five senior maiketing executives fiiom throu^iout the 
travel and tourism industiy. A list of the Councills members is attached to my sub- 
mitted testimony. We believe that they represent some of the finest marketing tal- 
ent in the nation, with unique and diverse expertise in the international marketing 
of this countiy as a destination for international visitors. Most of them have known 
and worked with-the U.S. Travel and Tourism Administration (USTTA) for many 
years. 

The USA Marketing CoundL and its predecessor, the Intematu)nal Marketing 
Plan Development Committee, have twice within the past decade conducted year- 
long, comprehensive analyses of our nation Is international travel and tourism nuu^ 
ketmg efforts. Those two studies, whidi were published in 1984 and in 1989, pro- 
duced a number of specific recommendations mm the private sector which were 
submitted to the Secretary of Commerce and have been instrumental in di^^ing 
may of the programs and strategies of USTTA. We would be happy to provide o^iiei 
of uiese two reports to the Subcommittee if that would be helpful Althou^ the two 
reports have duTerent points of emphasis, there is a basic continuity between them, 
a continuity that we believe is reflected in many of our recommendations here 
today. 

The broadest and most significant of these continuing themes are (1) that the 
United States does not sufiiaently understand and appreciate the economic impor- 
tance of international tourism, (2) that USTTA, as the nation's official national tour- 
ism office, is woefully underfunded for the mission assigned it, and (3) that 
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optinmm use of the Federal government's tourism marketing resources could be 
achieved by priority targeting of prime international markets. 

Our industiy knows and appreciates, Mr. Qiairman, that you and your subcom- 
mittee colleagues have bng realized what international tourism means and could 
mean to our nation. And we also know and appreciate that you and your Subcom- 
mittee have faithfully and forcefully advocated substantially greater funding for 
USTTA to enable the United States to fulfill ite ridi international tourism potential. 
So we see no need at this time to retrace the alignments on those two points. 

It seems clear that we are at a crossroads in tenns of the future of our govern- 
ment's international tourism marketing agency and its programs. After ten yean, 
it seem opportune to reexamine the National Tourism Policy Act of 1981. Alter a 
decade of continuous, arduous and, for the most part, unsuccessful efforts by the in- 
dustrv and many in Congress to justify substantidly increased resources for 
USTTA, it is time to reexamine our assumptions and our strategies. We commend 
the Subconunittee for taking the initiative in this regard. 

Last year, the Senate passed unanimously the Tourism Pblicy and Export Promo- 
tion Act of 1990, which had originated in tlus subcommittee, to re-authorize USTTA 
and sharpen the focus of its mission with regard to international trade. As you know 
so well, the entire travel and tourism industiv strongly supported this legislation, 
but it was not reported out of the Energy and Commerce Committee in the House 
of Reoresentatives before the 101st Congas acQoumed. Following those events, the 
USA Marketing Council decided to revisit for the third time the question of how to 
improve the competitiveness of the United States in the international tourism mar- 
ket. We ^ickly agreed on one basic premise: that USTTA should focus its attention 
on what it can do uniquely well that we as an industry cannot do for ourselves. 

The balance of my testimonv will explain the assumptions, conclusions and recom- 
mendations that were agreed upon by the Council at its meetings. Thev fall hito 
two basic categories: (1) the structure and administration of USTTA, and (2) inter- 
national marketing strategies. 

Let me initially describe three fundamental assumptions that underlie our condu- 
sions and recommendations. First, we believe it is unlikely in the short term that 
USTTA will receive that substantially hi^er level of funcung that virtually every- 
one in the industiy would agree is needed for it adequately to market the United 
States around the world. We understand the stringent budget restrictions under 
which the Federal government must function over the next several years. In terms 
of USTTA's budget, this problem has been exacerbated by the enactment last vear 
of the so-called 'user fee' on international arrivals who are not U.S. citizens, which 
is to offset USTTA's funding. This 'Yee" is, in reality, an unfair tax directly imposed 
on international airiines and cruise lines and we join the rest of our industry in re- 
pudiating it and urging its repeal. Certainly, we cannot m good conscience recom- 
mend higher funding for USTTA if the bill is to be paid entirely by only a portion 
of our industry. 

Our second megor assumption is that the great international tourism marketing 
experience, expertise and resources of the private sector: as well as Uiose of the 
states and communities, can be much better mobilized ana coordinated to the bene- 
fit of the entire nation. The country's international tourism trade devebpment effort 
should be undertaken as a genuine partnership between the Federal government 
and the i>rivate sector, including the states, regions and cities. 

The third assumption that has shaped our recommendations is that as more and 
more government policies affect our nation's tourism trade performance, it is in- 
creasindy critical that USTTA expand and enhance its involvement in the formula- 
tion and implementatu)n of those policies. Some examples would include the negoti- 
ation of bilateral and multilateral trade agreements such as GATT and EC '92, the 
impact of Federal inspection services (e.g. inspections bv the Customs Service and 
the Immigration and Naturalization Service) on international travel, and the impor- 
tance of our transportation infirastructure to international tourism trade. 

To correspond to the two miUor components of the agency's mission, there should 
be two principal divisions at USTTA: (1) tourism traoe development, which would 
be responsible for market planning and development, field operations support and 
a new matching grant program, and (2) policy and planning, which would be respon- 
sible for industiy research and statistics, program evaluation and the agents criti- 
cal role in assessing and participating in otner Federal government decisions and 
policies that affect our international tourism trade. 

The Under Secretary of Commerce for Tr^avel and Tourism should continue to be 
appointed by the President and serve as the head of USTTA, with direct responsibil- 
ity for overall agency management, as well as all policy and planning functions. 
More specifically, the Under Secretary would: 
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— direct all agency involvement in the formulation and implementation of govern- 
ment policies aSectmg international tourism trade (indudinig interagency relations 
and international treaty and other negotiations); 

— supervise all agency marketing and promotion activities; 

—^report to Congress on the nation's tourism trade performance: 

— represent the agency as liaison to the industry, mduding, when necessary, mo- 
bilizing and rallying the industiy and government for Joint or cooperative action as 
demonstrated by USTTA's invaluable role earlier this year in rallying industry and 
government leaders in response to the severe economic downturn suuered by travel 
and tourism because of the Persian Gulf situation; 

—oversee all financial and management matters. 

A career USTTA employee should manage the day-to-day operations of the agen- 
cy. The tenure of this senior staff official should not be subject to changes in the 
White House, but instead depend on the agency's performance with reganl to tour- 
ism trade development. More specifically, toe person in this position would function 
as the agency 'general manager* and would be responsible for: 

—liaison between the agency and the industiy for trade promotion programs; 

— direction and management of field operations; 

— ^program evaluation and industry research and statistics; 

— j>reparation of a draft annual trade promotion plan for review and approval by 
the Under Secretary and the USA Travel and Tourism Advisoiy Board; and 

— ^preparation and implementation of guidelines, regulations, application proce- 
dures and selection criteria for the new matching grant pro-am. 

At the international level, the USA Marketing Counal believes that USTTA 
should operate through three regional offices: one for Europe and Africa, another for 
Asia and the Pacific and a third for North and South America. Canada would be 
handled fro USTTA headquarters in Washington. (Canada already is treated by 
most of the industry as an extension of the domestic market, whidi is likely to be 
even more the case as a result of the U.S.-Canada Free Trade Agreement.) tiie key 
functions of these regional offices should include: 

— directing and monitoring all USTTA activities in each country within the re- 
gion; 

— <»ordinating and directing USTTA contract-employees performing such tasks as 
inquiry responses, literature bent, public relations and other centralized services for 
countries within the region; 

— ^working: with country managera and their VISIT USA Committees to develop 
countiy marketing programs for USTTA headquartera approval. 

Hie USA Marketing Council believes that administrative costs should not exceed 
60 percent of the total USTTA budget. Later in my testimony, I will suggest a fat' 
ther breakdown of the USTTA budget. 

Implementation of these structural and administrative recommendations will, in 
the view of the senior industry executives that comprise the USA Maiketing Coun- 
cil, result in a more streamlined, more focused agency whose organizationaf firame- 
work is better suited to its mission. 

The comeratone of USTTA's maiketing strategy should be to foster a partnership 
between the Federal government, the private sector and the cities, states and re- 
gions of the nation. In view of its limitea resources, USTTA should refocus its efforts 
towards greater utilization of the marketing expertise and resources of the private 
sector and towards profframs that help build state, city and regional international 
tourism promotion cap^ilities. 

The msgorily of UI^TTA's promotional resources should be devoted to those inte^ 
national maikets where Uie maximum returns ccui be obtained in tenns of tourism 
trade. It is not our intention here to develop detailed criteria for the selection of 
such prime markets. That should be the task of USTTA, word with its Travel and 
Tourism Advisory Board, and in close collaboration with othera from the industiy. 

Two contrasting examples of such prime markets can, however, be cited. One 
would be an "emerging^ market which can be defined in two ways. Firat as a coun- 
tiy with great potential for substantial growth in tourists to the United States. A 
maiket where, for example, we can observe recent increases in per capita income 
and demonstrated interest in American destinations cuid attractions, but where title 
has yet been done to encourage that growth. An emerging maiket ccui also be de- 
fined as a generally mature market in terms of current generation of visitora but 
where particular '^iche" or targeted promotions could yiela greater results. 

The second type of market could be described as "mature," and here the commit- 
ment of USTTA resources would be much less. This would be a country where the 
United States has a dominant share of lon^ haul, out-bound traffic and where the 
United States travel and tourism industiy is well-represented and devotes substan- 
tial resources to its marketing and promotional activities in that oountiy. In these 
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mature markets, USTTA would operate a small 'maintenance* office, which would 
woik with our industiy to achieve incremental growth in tourism traffic. These of- 
fices could be staffed either by USTTA personnel by personnel of the U.S. Foreign 
Commercial Service, or even by skilled contract personnel. Their more specific func- 
tions would include: 

— assisting in the development cuid direction of the Visit USA Committees in the 
countiy; 

— ^maintaining liaison with in-oountry travel trade suppliers and vendors to pro- 
vide information cuid support their programs to increase travel to the United States; 

— ^providing technical advice and assistance to United States suppliers and ven- 
dors such a transportation cuid accommodation services, tour operators, attractions, 
destinations, etc. who are already in that market, or interested m entermg it; 

— facilitating the distribution of United States travel information; 

—developing a countiy marketing program to be submitted to IJSTTA headquar- 
ters for consideration and inclusion m the annual Tourism Trade Development Plan. 

Each yea r, fol lowing the selection of the prime markets to receive priority atten- 
tion bom USTTA, requests for new market development proposals would be sent to 
the Visit USA Committees in all countries, the Forei^p Commorcial Service and 
USTTA regional offices and countiy managers. In addition, annual announcements 
should be made to the United States travel cuid tourism industrv soliciting similar 
input to the market development process. These market development proposals 
should describe and assess tne market's growth potential and outlme proposed ad- 
vertising and public relations strategies, a well as intended follow-up effectiveness 
assessments. 

When programs are selected for market development, USTTA should announce ito 
plans to launch a nuyor pro-am to the industiy so that the private sector can sup- 
port the overall campaispi with its own efforts. State cuid local travel and tourism 
officials will require at least a yearns lead time following such a announcement to 
enable them to obtain support and involvement fiiom their constituents. 

It is likely that some states, cities or regions who should be involved in such mar- 
ket development programs, because of limited resources, will choose not to partici- 
pate. To assist those who need financial support, the USA Marketing Council recom- 
mends the establishment of a modest maUuiing grant program to oe administered 
by USTTA Concurrently with USTTA's announcement of ite market development 
plans, the agency would thus also invite grant applications from all states, cities 
and regions, as well as from other appropriate non-profit entities for projecte and 
activities in support of the new maiket development program. 

After a market development program has been conducted and evaluated, USTTA 
should establish a countiy maintenance office (in-house or contracted) to assume Uie 
responsibili^ for public relations, information requeste, distribution of Uterature, co- 
operation with American travel and tourism industiy representatives, technical ad- 
vice and assistance to newcomers to the maiket and other ongoing programs to fos- 
ter incremental growth. 

We realize that concepts such as giving priority to selected prime maikete over 
mature maikets and developing a matching orant program are new and unproven 
and that althou^ they have been developed by industry officials with extensive 
international marketing experience and considerable familiarity with USTTA and 
ita operations around toe world, they represent departures from current USTTA 
programs and strategies. 

For this reason, we strongly recommend that these new market development pro- 
grams be carefully and thoroughly evaluated after they are concluded. Clear and 
measurable assessment criteria should be establish ed in conjunction with the prepa- 
ration of the new market devebpment program USTTA's program evaluation staff 
should woik closely with industiy participcmte to detemune the efficacy of their 
joint efforte. Initially, this approadi should oe tested in one or two markets to ascer- 
tain its effectiveness, and modify and refine it as appropriate, with the findings re- 
ported to Congress. Expansion of such focused promotional efforts should then be 
dependent upon positive resulte and available resources. 

Finidly, we suggest the following as a conceptual breakdown of the USTTA budget 
in li^t of these proposals: 

• 1^0 more than 50 percent Administration/Overhead 

• 20 percent New Market Development (Advertising) 

• 10 percent Public Relations/Inquiiy-Request Fulnllment/Iiterature Distribution 

• 10 percent Matching Grante for New Market Development 

• 10 percent Market Planning and Program Evaluation 

The past decade has been a time of enormous srowth for the United States travel 
and tourism industiy and intematu)nal visitors nave led that growth, to the point 
that the intemationid tourism trade is now this country's largest export But this 
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nation can and must do more to increase its share of the gbbal travel and tourism 
maxket. The level of national government support for policies to facilitate interna- 
tional travel to our shores and Tor marketing the United States as a preferred desti- 
nation has been chronicallv disappointing. But with a fresh start and bold, innova- 
tive pro gram s, the USA Marketinff Council believes that a rediarged and more fo- 
cusea USTTA can, by synergisticaUy stimulating and working in harmony vrith the 

grivate sector and by enhancing the capabilities of the states, cities and regions, 
elp the nation capitalize to the greatest possible extent on its appeal to the rest 
of the world. 

Senator Rockefeller. Thank you very much, Brian. Let me just 
first apologize to you again, to make another point beyond my apol- 
ogy. Dick Bryan and I were riding over to the vote together and 
we just were reflecting that this is an incredibly powerful panel be- 
fore us. I mean, you really talk about tourism in the country, the 
three of you are just extraordinarily important witnesses. 

We were also commenting that it is disruptive of the flow of a 
hearing when you have to go and vote. You have to do it, but it 
takes away some of the chemistry, and I regret that very much. So, 
we will try to get that back. 

I want to let you know instantly as panelists that the Sao Paulo 
visa problem has obviously come to my attention, and I am re- 
questing that the General Accounting Omce look at that specifical- 
ly and at other consulates to see if this a problem elsewhere. 

I am also very interested in having them assess the importance 
to the State Department in terms of visitor facilitation and specifi- 
cally the question of visa processing, and also asking them to make 
recommendations in these areas. So, I just think we have to keep 
putting the pressure on. 

Brian, let me ask you this question. The idea of tak^ie 9 or 11 
ofiices down to 3 or 4 is one that you endorse; right? USTTA? 

Mr. Smith. Correct, sir. 

Senator Rockefeller. Now, I am trying to put myself in the 
place of John Keller, and that is kind of a morale problem, because 
you would probably terminate. So, I would then need to make the 
explanation to him, or he to his employees, that this really does 
work. In other words, the idea of saying, let us target those areas 
which are going to grow — ^this could be to any of you — ^makes sense. 
It is logical; you cannot attack that. 

On the other hand, there is so much growth going on in the 
world, and growth can come in different stages. In other words, we 
might not have picked Korea 5 years ago, and it goes up and down. 
My question to you is: Is it the logic of concentrating because of 
scarce resources that appeals to you in this approach, or is there 
sort of a mathematical certaintv to the fact that if you go to 3 or 
3 or 4, or whatever, as opposed to 9, 10, or 11, that your volume, 
your aggregate volume, is goine to be larger? 

Any of you can comment on that. 

Mr. Smith. Let me take a shot at it first. I think it really is a 
little bit of both. One, obviously, with scarce resources — $15, $18 
million, whatever the number is — ^there is not a significant amount 
of money to do all the things that everyone would like to do. So, 
it has to be allocated out. We, remember, are all marketing people, 
so we view the world maybe a little bit differently than others do, 
and our objective is, frankly, to put as much of the USTTA's mon^ 
into programs, if you will, that are trying to attract foreign visitors 
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and, if you will, less money intx) overhead, administrative costs, 
and so forth. 

Senator Rockefeller. So, it is another motivation which drives 
that, then? 

Mr. Smith. Correct, although even though we divide the world 
into three spheres, there would still, I think, on a countiy-tqr-coun- 
try basis, be country offices still in existence that would provide 
some of itie services that are still needed. It is just that the office 
mig^t not be quite as big as it now is, both to save monev on the 
rent and some staff. But we are not saying we would pull out of 
the countries where there are currently offices. 

Senator Rockefeller. Could I just ask each of you, if you were 
doing USTTA and we did not have a particular budget problem in 
this country, a deficit problem, what is it that we ought to be 
spending on USTTA? Not in a perfect world, but in a reasonable 
world? 

Mr. Book. Well, one way to respond to that. Senator, would be 
to harken back to the comments or Senator Bums about Australia 
and his interest in how they promote that countiy. They have allo- 
cated $50 million to market Australia in the iJnited States, one 
coimtry. If ;)rou look at it in the context of world marketing ana how 
you are gomg to get your share of the world tourism market, you 
are talking about a substantially larger budget for USTTA The as- 
sumption of this plan is that the resources available for USTTA are 
going to remain limited. 

Senator Rockefeller. I know that, but I am trying to get— if we 
were doing it right, the way we ought to be doing it— I am trying 
to make a point for the record. 

Mr. Book. How much money should it be? 

Senator Rockefeller. Yes. What should we be doing, commen- 
surate with our size, with our capacity? 

Mr. Book. Probably $100 million is a good place to begin, with 
a percentage of that used for matching funds for these regional or- 
ganizations, a percent used to go after these targets of opportunity. 

A^ain, back to your original question to Brian, if we were to look 
at shrinking the organization to Uiree regional markets, inherent 
in &is plan is the iaea that vou would have a targeted marketing 
plan for a new market. So what you are really going to do is take 
the resources that you were spending in 10 markets and spend 
them in three regions and one or two target markets, where you 
can measure the return and know vou are goine to make an im- 
pact, where the travel industry itselr is not alreaay in that market- 
place. 

For example, the Disnev organization has a strong presence in 
Europe with their own sales and marketing organization. They do 
not need, and many other companies do not need the same degree 
of guidance, the same degree of research, the same decree of help 
that they do in a market we are not familiar with, sucn as Korea, 
as you just mentioned. 

Therefore, the resources could be used to make a dramatic im- 

{^act on the Korean market for 2, 3, 4 years, until we are estab- 
ished, when that market is strong, we are going to have those peo- 
ple coming to tliis country. Then the private sector will move in, 
start to do that job, take those resources and move to a new mar- 
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ket, and maintain a mini or maintenance presence in those coun- 
tries. 

Senator Rockefeller. Brian. 

Mr. Smith. If I could add to Ned's comment, I think that if the 
private sector, and actually some of the larger States, too, knew 
well in advance that a target market was going to be, for example, 
Korea, we all have to go through budeet processes like everyone 
else does. But if we could go back ana sav that 12 months from 
now Korea is going to be a target market of USTTA; we would Iflce 
to open up an office in that country to help support the effort and 
to benefit frankly from the increased interest in the United States. 
We would like some extra money to eo into some of the cooperative 
efforts that they will be putting toeeuier. 

Under Secretary Keller used tne word ''catalyst," and I think 
that is exactty the word that we are looking at. If the catalyst of 
USTTA identifies some markets of opportumty, the private sector, 
rather than going off in 50 different directions, will go, ah-hah, 
Korea, along with a South American country and a European coun- 
try, is a target for 1993. Let us budget for that, let us make sure 
that we are there to take advantage of it, and we will follow or go 
in lock step with USTTA, given we need some lead time to make 
those identifications. 

Senator Rockefeller. Joe, let me ask a question to you about 
unofficial barriers. You obviously have had a lot of experience over- 
seas. Have vou run into those? And if you have, could you tell us 
a little bit about it? 

Mr. Shapiro. Yes, I have run into them frequently. The most 
common type of barrier is the thing referred to by a number of tiie 
people who have testified today, which is national effort, for exam- 
ple oy Italv on behalf of its tourism industry, compared to the rela- 
tively small effort by the United States. 

Other barriers are subsidies. National flag airlines, I believe in 
many countries in the world, receive enormous subsidies from their 
countries of residence. In otner words, they have corporate citizen- 
ship, compared to the situation we confront in the United States. 

If you take yourself back to the days when you were being a 
camp counselor, I would warrant that you would have found it un- 
thinkable that Pan American Airlines was going to be in desperate 
financial straits at the same time that JAL, KAL, Alitalia, Air 
France, SwissAir, British Airways, and I could go on and on, were 
all flourishing. 

To be sure, there may have been management misjudgments 
during the 10 or 12 years since you were a camp counselor, at Pan 
Am and certain of the other distressed U.S.-flag carriers. But could 
we have sat around and foreseen that TWA would be shaky, that 
Eastern would be history, that Pan Am would be shaky, and all 
these other foreign flag carriers doing well? 

We had, to use economic parlance, a legitimate comparative ad- 
vantage. That industry was invented in the United States. Com- 
mercial air travel was invented in the United States, pioneered ^ 
American business. And because there was, in my judgment, no co- 
herent commercial policy, a framework espous^ by the Govern- 
ment within which American enterprise could work, we now see 
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Pan Am going sideways and all these other foreign flag carriers 
doing welL That is another example. 

Senator Rockefeller. Now you know what that will ^et you in 
this town, Joe? You will get accused to be in favor of an mdustrial 
policy. 

Mr. Shapiro. I plead guilty. I thought, with all respect and I do 
not mean to be flippant, that you are a Member of the Commerce 
Committee, and I would have uiou^ht that the Commerce Commit- 
tee would be developing a commercial policy. I fiilty expect that the 
private sector can execute business decisions within policy, but 
maybe I missed a class in civics or something. I thought we were 
supposed to have a policy. 

Senator Rockefeller. I am thrilled you said that. It is a fasci- 
nating statement. You see, a lot of people, having the same Idnds 
of interests, maybe in some other nela, would not make a state- 
ment like that. Because they would say, well, we will just handle 
it by ourselves. The steel industry, for example. 

Mr. Shapiro. They did a great job. They nandled it. [Laughter.] 

Senator Rockefeller. They handled it. 

Mr. Shapiro. They handed it to Japan. 

Senator Rockefeller. Yes, and then lost two-thirds of their em- 
ployees without one dime from the Federal Grovemment. A little 
volimtery restraint, that is all. But it is very encouraging for me, 
in fact, to hear you aggressively say that, that the interests of a 
nation and the interests of the private sector and the role of gov- 
ernment are not necessarily by some Grod-given law antithetical. 

Mr. Shapiro. Of course not. In tourism, you in the Senate face 
another issue — ^msgor issue of legislation this year, the Surface 
Transportotion Act. There is no way that tourism is going to work 
in West Virginia if the Pennsylvania Turnpike and the otfier inter- 
state facilities — I believe the Pennsylvama Turnpike goes out of 
Pennsylvania, comes into Wheeling, WV, near WWVA, as you were 
talking about earlier. 

Senator Rockefeller. It passes through rather quickly. 

Mr. Shapiro. Yes, but nonetheless, if a European visitor— -let us 
start with a basic assumption, that the European visitor is not 
going to drive his or her automobile to West Virginia, and that is 
a problem; they would get very wet doin|[ that. So, they are ^ing 
to fly to a port of entry, where hopefully tney will be treated nicely 
by the Customs people. 

Then, to visit Pennsylvania, West Virginia, and Appalachia, they 
will use the interstete system. If we do not have good transporto- 
tion infrastructure in the United Stetes, which is a function that 
the private sector really cannot do— business cannot build inter- 
state highways, business cannot build airports and harbors — ^none 
of this is going to work. People have to be able to get here. 

So, there just has to be a commercial policy with leadership from 
the Government. It does not have to be subsidies like the airlines 
or the airbus situation to which I referred. 

Senator Rockefeller. Yes, now the Kuwaitis are going to buy 
their airplanes from us. 

Mr. Shapiro. UnbeUevable. 

Senator Rockefeller. Is that not unbelievable? 

Mr. Shapiro. Yes. 
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Senator Rockefeller. And we just sit back and 

Mr. Shapiro. Yes, well, that is pretty sad. 

Senator Rockefeller. Have you run into other kinds of barriers 
to your being able to get things done, let us say, in either Europe 
or Japan? 

Mr. Shapiro. Well, in Japan, the barriers are so enormous that 
although many people think that we own Tokyo Disneyland, the 
fact is that that is 100-percent owned by a Japanese joint venture. 
We just collect royalties. We have just round it a market so full of 
informal barriers that it has been impossible for us. 

Senator Rockefeller. Can you give me an example or two, Joe? 

Mr. Shapiro. Yes. It does not relate to travel and tourism, but 
we have a new line of business called the Disney Stores. There are 
several here in the Washington area. It had worked very well in 
the United States and was starting to work very well in Europe, 
so, since our characters are very popular in Japan, and since we 
are not totally stupid, we said let us tiy to open one in Japan. 

A year later, we had been unable to eet a retail location. And it 
sort of became apparent to us that we had better take on a Japa- 
nese partner if we wanted to be able to find a parcel of real estate. 
And by the way, we are talking, Mr. Chairman, about 5,000 square 
feet of real estate. This is not a huge facilitv. We just somehow 
found there was no landlord who wanted to have a Disney store. 

Senator Rockefeller. In other words, that would be called 
^cross-licensing." 

Mr. Shapiro. Perhaps. 

Senator Rockefeller. Yes. 

Mr. Shapiro. Perhaps. In France, we have been the benefidaiy 
of conduct which is analogous to the airbus situation or the airline 
situations. In order to lure us into France, in order to create jobs 
and to deal with their balance of pavments, the French Govern- 
ment made extraordinary concessions to our company in connection 
with the buildine of our theme park outside of Paris. 

I happen to think it was a situation where the microeconomics 
of the Disney firm matched rather well with the macroeconomics 
of the nation of France, because the tremendous number of jobs 
that would be created. Unemployment has been a serious problem 
over there. 

But we were delighted to be doing business there. There are 
some difficulties. It would not be withm our wildest comprehension 
in the United States to expect our business or any oUier travel and 
tourism business to receive that kind of financial support, and that 
is indicative. I mean, this sword cuts two ways. We are the benefi- 
ciary in France of a terrific package of economic inducements. 

So, we have seen it comink and going. 

Senator Rockefeller. OK, let me change the subject for a 
minute. Joe, you have mentioned this, but let me put it to Ned and 
Brian. You are very explicit in your criticism of tne data collection 
function, and actually in that Dusiness, the article that we both 
looked at, I was also stunned. Because I had been saying that we 
are a billion or two ahead of Amculture, and all of a sudden we 
are 12 or 13 billion ahead of Agriculture. And that is shocking. 
Now once again, you get to thequestion of resources, of how you 
want your money spent in USTTA, but can you tell me why the 
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data collection insufficienpy, as you see it, if you do see it that way. 
harms you or is a negative influence in terms of the private sector? 

Mr. Shapiro. I would be happy to. If the information is weak — 
I will use Orlando as an example; you brought it up. We have 
many European visitors in Orlando, and relatively less from Asia 
because of the distance. 

Senator Rockefeller. What percentage of visitors are there 
from other countries, overall? 

Mr. Shapiro. For the current fiscal year, 20.1 percent. 

Senator Rockefeller. Really. 

Mr. Shapiro. Which is significant. 

Senator Rockefeller, what was it 

Mr. Shapiro. More than a fifth. 

Senator Rockefeller. What was it 5 vears ago? 

Mr. Shapiro. Five years ago it was either 11 or 12 percent. 

Senator Rockefeller. OK, OK. 

Mr. Shapiro. If you are in the human resources department of 
what we call Disney University, where our cast members are 
trained to entertain our guests, and you are dealing with informa- 
tion—just one example— you are dealing with information that is 
18 months old, and wrong, how can you reasonably estimate the 
number of Italian-speaking hosts you need, French-speaking hosts, 
Grerman-speaking hosts? It is impossible. The information is abso- 
lutely worthless, to be told what happened in 1988 when you are 
sitting there in December 1991, trying to staff up. 

Ana reference was made by somebody earlier, I believe it was the 
Congressman from Wisconsin, to the number of college students 
who gain employment in this industry. We make great use of col- 
lege students, and one of the ways in which they are employed is 
that many or them have language skills. They are studying lan- 
guages at universities. So, we wiU hire people who speak Spanish, 
German, Italian, French. It would really be helpful to know what 
the trends are. Instead, since we do not have that, we do it our- 
selves, crudely. We read the newspapers, we check the unemploy- 
ment statistics, we look at exchange rates, and we try to come up 
witli it. 

I do not want to take all the time. I could go on, department l^ 
department, how it hurts. 

Senator Rockefeller. Well, Ned, maybe you would be able to 
comment on that. 

Mr. Book. I would suggest, Mr. Chairman, that this again is a 

Eroblem of the budget crunch. The Census Bureau, prior to 1980, 
ad travel information and data available for us in a very timely 
fashion. I believe it was 1979 they discontinued gathering this 
data, so it was the only information — that was measuring the size 
of this industnr domestically in the United States. 

USTTA, I think for the past 2 years, has gathered data on in- 
bound flights, inbound ships into uiis country, measuring interna- 
tional arrivals. Now that material, I believe, is available in 30 or 
60 days on a flash basis. It is unaudited. It takes — ^my understand- 
ing is, for that to ^o through the entire statistical process to be- 
come official statistics, about 18 months. So, what you are dealing 
with is an estimated number and that is verifiea as the actual 
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numbers later. There is not a great deal of variance normally be- 
tween those numbers. 

So. for the purposes of what Mr. Shapiro is talking about, they 
could probably acquire some 30- or 60-(lay-old information that 
would be relatively/ close and certainly helpnil for their efforts. And 
that information is, I know, available. The official numbers do not 
come down for about 18 months, and that is the lag that we get. 
What that means is that in order for us to put out a statistic mat 
says the industry is a $327 billion industry, to officially say that 
we have to wait until the Federal Government's numbers are pro- 
duced, and that is an 18-month period. 

So, you really are looking at two separate issues. One is the flash 
report that gives you those quick numbers, along with what the of- 
ficial numbers are. 

Senator Rockefeller. Well, with that in mind, the Marketing 
Council is suggesting, what, 60 percent of USTTA's budget be spent 
on marketing;. Is that going to allow for some of the rest of the 
things like this data collection, to be done properly? 

Mr. Book. I am not familiar with the workings of the Commerce 
Department budget, but I do not know if USTTA pays or transfers 
funds to the Census Bureau for the collection of data or not. I think 
they pay for their own collection of data from the airline industry. 

But I think what is needed, and we have talked about this on 
a number of occasions, is that we need to measure the size of the 
travel industry with the same enthusiasm that we measure how 
many carloads of coal are produced, how many ingots of steel of 
produced, and so forth. And that has got to become a part of the 
Commerce Department's measurement of the size and impact of 
this industry. And once it gets that kind of attention, theti I believe 
that we will have more timely numbers. 

Senator Rockefeller. Well, and it would be even better if we 
could get estimates from USTK, because then it would be the offi- 
cial trade estimates and there would be an even higher level, so to 
sneak 

Mr. Book. Right. 

Senator Rockefeller. There was resistance on that, so we set- 
tled with Commerce, and that is going to help. We are just trying 
to leverage it up to automobiles and television sets, and— well, we 
do not do that any more. 

Mr. Book. If I might, let me respond to vour earlier question 
about some barriers. One of the targets of opportunity that is 
bound to emerge for us in the next 2 to 5 years is going to be the 
Eastern European countries. One of the barriers that we face witii 
those countries now is currenpy. There is a restriction on tibe 
amoimt of currency that those nationals can take away from their 
country. And therefore, that restricts their ability to come and visit 
the United Stotes. 

That is not a problem now, because thev are not really a hot tar- 
get of opportimity, but they certainly will become one, and at that 
point in time, that is the kind of issue that we tlunk USTTA needs 
to be able to become involved with. They also need to be involved 
with the GATT negotiations and other Federal agencies, to try to 
leverage the opportunity that is available for those Eastern Euro- 
peans to come and visit the United Stotes. 
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Senator Rockefeller. Gentlemen, there are a lot of questions 
that I would like to ask to plumb your information, but I cannot 
do that because we are already at 5:06 and we have another panel, 
so let me thank you very, very much. I apologize again for the 
delavs, but we are very lucky to have you and we appreciate very 
much your beinghere. 

Mr. Shapiro. Thank you. 

Mr. Book. Thank you. 

Senator Rockefeller. Now, our final panel will be Allan 
Mendelowitz, who has been here before as Director of the National 
Securi^ and International Affairs Division of the General Account- 
ing Ofnce; Frederick Elder, aviation director of Dade Coimty Avia- 
tion Department, Airport Operators Coimcil International; Roger 
Conner, vice president, Marriott Corp. on behalf of Go USA; and 
Richfiuxi Norton, director of facilitation. Air Transport Association. 

Gentlemen, I apologize that you have had to wait as long as you 
have, but we are very glad that you are here. Allan, why do we not 
start off with you? 

STATEMENT OF ALLAN L MENDELOWITZ, DIRECTOR, NATION- 
AL SECURITY AND INTERNATIONAL AFFAIRS DIVISION, GEN- 
ERAL ACCOUNTING OFFICE 

Mr. Mendelowitz. Thank you, Mr. Chairman. I will be happy to 
submit my full statement for the record, and make a few abbreviat- 
ed comments. I am pleased to be here todasr to testify before the 
subcommittee on the reception of foreig^ visitors at U.S. airports. 

I will discuss our recent recommendations for improving facilities 
and services for foreign air arrivals, and what steps are being 
taken to implement these recommendations. 

In our March 1991 report, we recommended that the Secretary 
of Commerce work with other Department heads to speed the clear- 
ance process for arriving international air passengers; consider pro- 
posals for reinstating U.S. citizen bypass systems at all airports to 
ease Immigration's workload; and, remove user fee exemptions to 
provide more funds for Immigration and the U.S. Customs Service. 

The Department of Commerce concurred with our recommenda- 
tion to work with other Departments, and in the Department's May 
10, 1991, response to the recommendation, stated that the Depart- 
ment is working with two interagencv groups, the National Trans- 
portation FaciUtation Committee and the Tourism Policy Coimcil. 

With respect to citizen bypass, which was in effect from 1978 to 
1989, this has been suspended by the INS. Although Immigration 
officials have stated that they would no longer use citizen bypass, 
they recently implemented a substitute system, referred to as Ac- 
celerated Citizen Examination. The procedure, though, still in- 
volves scrutiny of all U.S. citizens' travel documents by Immigra- 
tion. However, U.S. citizens will be subjected to computerized 
checks only on a selective basis, thus saving inspection time. 

With respect to the user fee exemption to generate additional 
funds for INS and Customs, the $5 fee exemption for Canada, Mex- 
ico, and the Caribbean has been eliminated for Immigration. This 
could add about $76 million to INS's annual budget and allow them 
to hire more inspectors and presumably improve their processing 
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capabilities. The le^slative user fee exemption for passengers from 
these locations is still in place for Customs. 

We also recommended that the Secretanr of Commerce direct the 
head of USTTA to consider expanding the Gateway Receptionist 
Program, which is currently operating at 12 airports. The Depart- 
ment agreed to do so if available funds are forthcoming, and is has 
already had inquiries from five airports who want to have the gate- 
way receptionist program added to their facilities. 

Last, we recommended that the Secretary of Transportation re- 
quest that the NTFC design a comprehensive model plan for pro- 
vi<Ung quality airport services and facilities for foreign visitors, and 
that this model be completed within 12 months, that is by March 
1992. The Department of Transportation concurred with our recom- 
mendation, and accor<Ung to the NTFC and the Department of 
Transportation, the airports, individually and through the Airport 
Operators Council International, are very enthusiastic about this 
project and have been very supportive. 

Since that report was issued, NTFC members have taken steps 
toward completing the guidelines, including the following actions. 
They have developed an outline of what they want to include in the 
guidelines; they visited two major international airports. 

Senator Rockefeller. Whicn organization did you say? 

Mr. Mendelowitz. The National Transportation Facilitation 
Committee. 

Senator Rockefeller. The National Transportation Facilitation 
Commission. They have come out? 

Mr. Mendelowitz. They have accepted the charge and the rec- 
ommendation we made in the report. They are en&usiastic about 
it. They have gotten good support, indications of support from the 
airport operators and from the airlines. And they have moved into 
the implementation phase of the research needed to complete Uie 
model. 

Senator Rockefeller. Good. 

Mr. Mendelowitz. The steps that they have taken include the 
completion of an outline of what they want to include in the guide- 
lines, and it is a very comprehensive outline. I think they are off 
to a good start. 

They visited two major international airports to collect informa- 
tion and observe problems with services and facilities for foreign 
visitors. In April 1991 there was a meeting in Washin^on of U.S. 
airport operators, representing all of the mcgor U.S. airports, and 
at the meeting the NTFC members asked that the operators sub- 
mit, by September 1991, their ideas and suggestions for airport 
services and facilities guidelines. 

NTFC members are also contacting forei^ members of the Air- 
port Operators Council International at its mtemational headquar- 
ters in Geneva, to ask them to submit ideas. Some NTFC members 
believe that many innovative ideas in airport service and facilities 
for foreign visitors can be foimd in these foreign international air- 
ports. 

After the model guidelines are developed, the next step will be 
to apply those guidelines to a U.S. international airport. The NTFC 
should choose an airport for implementing and testing the guide- 
lines to learn what in fact does work and what does not. Airports 
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are long-term projects, so it is important to start planning now to 
meet the challenges in future years when even more foreign visi- 
tors are expected to arrive at U.S. airports. 

Basically we believe that once a model is developed, the next log- 
ical step is to come up with a real world application of the model, 
so that the validity of what is contained in the model is apparent 
to all of those who want to look, and if there are any problems witli 
what is in the model, they can identify them throum application. 

This concludes my summary comments, and I womd be happy to 
answer any questions. 

[The prepared statement of Mr. Mendelowitz follows:] 

Prepared Statement of Allan I. Mendelowitz 

I am pleased to be here today to testify before this Subcommittee on the reception 
of foreign visitors at UJ3. airports. I will discuss our recent recommendations for im- 
proving facilities and services for foreign air arrivals and what steps are being taken 
to implement these recommendations. 

Approximately 39 million foreign visitors ^ came to the United States during 1990. 
The number of foreign visitors to the United States has grown about 50 percent 
since 1985 and is expected to increase by about 75 percent of the 1990 figure by 
the year 2000. Foreign tourism provides many economic benefits to the United 
States. Aocon^ng to the apartment of Commerce's U.S. Travel and Tourism Admin- 
istratiooL foreign visitors to the United States generated estimated revenues of 
$51.1 billion in 1990-^nore than the leading UJ3. exports, including agricultural 
floods ($40.1 billion) and chemicals ($36 billion). In 1990 foreign travelers to the 
United States directly supported an estimated 850,000 VS. jobs and generated $5.5 
billion in federal state, and local tax revenues. 

In July 1990 I testified before you on foreign visitor facilitation, and in March 
1991 we issued a re|)ort on the issues and conditions afiTectmg the speed and ease 
of entry of foreign visitors at U.S. international airports.^ The report highlighted 
snecific conditions at 13 of the 15 largest U.S. airports. For our report, we reviewed 
tne federal inspection process,^ airport services and facilities, and prqjects to im- 
prove visitor facilitation. At uie 13 airports we reviewed, we found that routine 
clearance processing during peak times significantly exceeded the International 
Civil Aviation Organization^ worldwide time goal. This goal aims at allowing only 
45 minutes to pass from, the time a plane lands until all passengers are cleared 
through the federal inspection process. We also found that the quality and extent 
of airport services (ground transportation, translation services, lodgins information, 
directional and informational signs, baggage carts, and currency exchange) varied 
widely at the airports we reviewed. Furthermore, federal inspectors at 12 of the 18 
airports we reviewed considered airport facilities inadeouate. 

Based on these findings, we recommended that the Secretaries of Commerce and 
Transportation take certain actions to improve foreign visitor reception. I would like 
now to discuss these recommendations, including recommendations for (1) speeding 
the federal inspection clearance process. (2) expanding the Gateway Receptionist 
program, and (3) developing model guidelines for airport services and facilities, and 
the progress made towards implementing them in the 4 months since our report was 
issued. 

speeding the federal inspection clearance process 

In our March 1991 report we recommended that the Secretaiy of Commerce work 
wiUi other Department heads to speed the clearance process for arriving interna- 
tional air passen^rs and consider proposals for reinstating the U.S. citizens bypass 
system^ at all airports to ease immigration's woik load and removing user fee ex- 



^Forei^ visiton are non-U.S. citizens who come to the United States for more than 24 houn 

me. 

1 INTERNATIONAL 

. Airports, (GAO/NSIAD-ei-6, Mareh 8. 1991). 

'The federal inspection process involves the Immigration and Naturalization Service (INS)» 

the U.S. Customs Service, the public Health Service, the Animal and Plant Health Inspection 

Service, and the U.S. Fish and Wildlife Service. 

^Between 1978 and 1989, INS speeded up the inspection process by using a "citizens 1 
•yatem,* under which it did not have to inspect the travel documents of returning U.S. citi 
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emptions in order to provide more funds to Immigration and the UJ3. Customs Serv- 
ice. 

The Department of Commerce concurred ¥rith our recommendation to work with 
other Departments to speed the clearance process for arriving international air pas- 
sen^rs. The Department of Commerce's May 10, 1991, response to this recommen- 
dation stated that the Department is working ¥rith two interagency groups: (1) the 
National Transportation Facilitation Committee (NTFC) and (2) the Tourism Polipy 
Council. The NTFC, composed of government and private sector representatives, co- 
ordinates the devebpment, implementation, and conduct of programs that affect the 
movement of passengers and carso through U JS. international airports, seaports, 
and land ports. The Tourism Poli^ Council, a federal interagencv coordinating 
council chaired hy the Secretary of Uommerce, woiks to assure that the national in- 
terest in tourism is ftiUy considered in federal decision-making. 

US, Citizens Bypass System 

The U.S. citizens bypass system, which was in effect from 1978 to 1989, reduced 
the workload of Immigration officers and made more personnel available to process 
incoming foreign visitors. However, at the time of our review it was no longer in 
use because Immigration oHicials questioned whether the UJ3. citizens bypass sys- 
tem was consistent with INS enforcement objectives. Despite these concerns. Immi- 
gration oHioers at two of the busiest airports. New Yoik's John F. Kennedy Litema- 
tional and Miami International, employed U.S. citizens bypass in 1990. The practice 
was again stopped when the Gulf War forced tighter security measures at all U.S. 
airports. Currently, there seems to be some disagreement about how to expe(Utiou8- 
ly process U.S. citizens. 

Although Immigration oHicials have stated that they will no longer use \J3, citi- 
zens bypass, they recently implemented a substitute system referred to as "Acceler- 
ated Citizen Examination." The procedure still involves scrutiny of all UJ3. citizens' 
travel documents by an Immigration official. However, U JS. citizens will be subject- 
ed to computerized checks only on a selective basis, thus saving inspection time. An 
Accelerated Citizen Examination may be used at any airport at the discretion of the 
supervisory Immigration oflicer, particularly when peakinff (the arrival of many 
planes within a narrow time period) occurs or the number of returning UJS. citizens 
IS narticularly high. 

Other agencies involved in the inspection process have views on the extent of INS 
screening of arriving U.S. citizens because it may affect the agencies' abilities to 
cany out their responsibilities. The Department of^Commerce reported that the U.S. 
Customs Service could support reinstatement of a U.S. citizens bypass system if 
international airlines wouta expand their participation in the Advance Passenger 
Information System (APIS), a program that allows participating air carriers and ror- 
eign governments to electronically transmit to federal inspectors information on ar- 
riving passengers. Customs developed APIS as a means of promoting selective in- 
spections. The transmitted names and dates of birth of the passengers are automati- 
cally compared to the Interagency Border Inspection System (IBISr and foreign law 
enforcement data bases. Because APIS performs iJie query before a flight arrives, 
federal inspectors should be able to clear arriving passengers much more quickly. 

Successful use of APIS requires the cooperation of all airfines and airport authori- 
ties and several airlines were beginning to use APIS as a means of speeding the 
federal inspection process. However, some Customs oHidals believe that with INS* 
use of Accelerated Citizen Examination, there is little incentive for tiie airlines to 
participate in APIS to speed the federal inspection process. This concerns some Cus- 
toms oflicials, who view INS' use of Accelerated Citizen Examination as a good move 
for "facilitation" purposes, but a bad move for enforcement: Customs' selective in- 
spection process depends, to a certain extent, on INS' cooperation in obtaining pas- 
senger information and querying the IBIS system. 

User Fees Exemptions 

The legislative exemption from the $5-per-passenger user fee for air travelers 
from Canada. Mexico, and the Caribbean has been eliminated for Immigration. This 
fee could add approximately $75 million to Immigration's annual budget, allowing 
it to hire more inspectors and presumably improve its processing capabilities. The 
legislative user fee exemption for passengers from these locations is still in place 
for Customs. Customs would like to see the exemption eliminated, an action which 
could also add approximately $75 million to Customs' budget. The airline industry, 



"The Interagency Border Inspection System is a single data base queiy system for both INS 
and Customs that incorporates all of the lookouts and warnings fh)m insijection and law en- 
forcement agencies at the point of first contact with the passenger (Inunigration). 
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which supported the lifting of the exemption for Immigration, is studying whether 
or not to support a similar action for Customs. 

EXPANDINO THE GATEWAY RECEPTIONIST PROGRAM 

We recommended that the Secretaiy of Commerce direct the head of the UJS. 
Travel and Tourism Administration to consider expanding: its Gateway Receptionist 
PMram. The Department of Commerce a^ed to do so. it stated that it wiU seek 
and respond to more airport 'partners" if it receives additional appropriated funds. 

The Commerce Department s UJS. Travel and Tourism Administration adminis- 
ters the Gateway Receptionist Program for foreign visitors. The program, which 
hegan at John F. Kennedy International Airport about 20 years ago, employs college 
students with foreign language skills as translators. These students assist foreign 
visitors who speak little or no English and help in the federal inspection process. 
The program operates at only seven of the airports we reviewed for our study. 

The Gateway Receptionist Program is funded by the Travel and Tourism Adminis- 
tration, participating airports and woik study grants from the Department of Edu- 
cation. The budget request for the Gateway Receptionist Program for fiscal year 
1992 is $240,000, the same as the amount for fiscal year 1991. Airport operators 
at five international airports that did not previously have Gateway Receptionists 
have inquired about obtaining Gateway Receptionist services. These airports include 
those in (1) San Antonio, (2) Phoenix, (3) Detroit, (4) Orlando, and (5) Newark. 

DEVELOPING MODEL GUIDELINES FOR AIRPORT SERVICES AND FAdLTTIES 

We also recommended that the Secretaiy of Transportation request that the 
NTPC design a comprehensive model plan for providing quality airport services and 
facilities for foreign visitors and that this model plan be completed within 12 
months (b^ March 1992). The Department of Transportation concurred with our rec- 
ommendation. According to the Department of Transportation's May 13, 1991, re- 
sponse to the recommendation, development of the guidelines will rely heavily on 
suggestions from airport operators in tne United States as well as on airport opera- 
tors of international airports in other countries and on airlines and air travel orga- 
nizations. The Transportation Department, as chair of the NTFC, will coordinate 
the project. 

The National Transportation Facilitation Committee 

We believe that the NTFC is the appropriate bod^ to develop model guidelines.* 
There are three entities involved in foreign visitor facilitations-airport authorities, 
federal inspection services, and airlines. Because the activities of all three affect 
international travelers, we believe that a woiking group that includes representa- 
tives from aU these entities is the best forum for addressing and tiying to resolve 
foreign visitor facilitation problems. 

On Januaiy 80, 1990, prior to issuing our report, we met with members of the 
NTPC to discuss whether they could develop moaelguidelines for providing the best 
possible foreign visitor services and facilities. The Committee meinbers agreed to do 
so. 

According to the NTFC and the Department of Transportation, the airports— indi- 
vidually and throu^ the Airport Operators Council International— and the airlines 
are very enthusiastic about this project and have been very supportive. This support 
is important because the development of useful sidelines depends heavily on the 
participation of the airport operators and the airhnes. Federal agencies contributing 
to the development of the guidelines include the federal inspection services, the Fed- 
eral Aviation Administration, and the UJS. Travel and Tourism Administration. The 
staff of the Department of Transportation's Assistant Secretary for Pblicy and Inter- 
national Affairs will coordinate development of the model guidelines. 

Since our report was issued, NTFC members have taken steps toward completing 
the guidelines, including the following actions: 

—They have developed an outline of what they want to include in the guidelines. 

—They have visitea two major international airports in the Washington, D.C.. 
area — ^Dulles and Baltimore-Washinjs^n International — to collect information ana 
observe problems with services and ladlities for foreign visitors. Thev attempted to 
look at tnese airports from the perspective of foreign visitors. In both cases, repre- 



*The Department of TraiiBporUtion established the NTFC in 1984. In the past, the Commii- 
tae focusecx primarily on the federal inspection services. It published 'Guidelines For Federal 
Inspection Facilities at Airports" in 1990 to help provide the best possible federal inspection fk- 
ciliaas at U.S. international airports. 
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sentatives of the airports aooompanied the NTFC group on their tours, and the 
NTFC group pointed out problems they observed at the airports. 

— ^In Apru 1991, there was a meeting in Washington of UJ3. airport operators rep- 
resenting ell the mf^or U.S. airports. At the meeting, NTFC members asked that 
the operators submit to NTFC by September 1991 their ideas and suggestions for 
the afrport services and facilities guidelines. NTFC members are also contacting the 
foreign members of the Airport Operators Council International throm^its interna- 
tional headquarters in Geneva to ask them to submit ideas. Some NtFC meniben 
believe that many innovative ideas in airaort services and facilities for foreign tmv« 
elers can be found in forei^ international airports. 

After the model guidelmes are developed, the next step will be to apply those 
sidelines at a UJ3. international airport, llie NTFC should choose an airport for 
implementing and testing the guidelines to leam what does work and what does 
not. Airoorts are long-term projects, so it is in^wrtant to start planning now to meet 
the challenges in future years when even more foreign visitors are expected to ar- 
rive at U JS. airports. 

Mr. Chairman and members of the Subcommittee, this concludes n^ statement 
I will be happy to answer any questions the Subconunittee may have. 

Senator Rockefeller. Thank you. 

I introduced Mr. Conner as Richard, and it is Roger. My apolo- 
gies to you. 

STATEMENT OF ROGER CONNER, VICE PRESIDENT, MARRIOTT 
CORP., WASHINGTON, DC, ON BEHALF OF GO USA 

Mr. Conner. Thank you very much. 

It is a pleasure to be here today. Thank you, Mr. Chairman. 
Allow me to say that we are extremely appreciative of your focus 
on the travel industry and, indeed, even though Senator Bums is 
not here at this moment, I wish to thank him for his most kind 
comments about Go USA and Bill Marriott's involvement with that 
effort in helping to spearhead it. I will be quick to personally con- 
vey to Bill Marriott Senator Biuns' comments here today. I equidly 
appreciate the comments of Ned Book from TIA in regard to Go 
USA, and I will be sure to share those as well. 

I would further add that naturally Bill Marriott would have pre* 
ferred to personally be here today so he could have expressed those 
thoughts to you and your colleagues, and I apologize that his 
schedule did not allow nim to be here. I am happy to stand in, but 
in no way do I pretend to be Bill Marriott. His name is on the door, 
as we say. 

My brief message today is a selected short subject, if you wilL in 
the midst of a bigger, full-length picture that you are addressmg. 
I wish to quickly update you and report on the Go USA travel coa- 
lition. I guess Go USA is best explained as a process tliat miAi 
serve as an examnle rather than a directly toreeted effort at what 
S. 680 addresses, but I think it deserves to be snowcased as an ex- 
ample. 

As you know, the effort took shape in late February, with the 
help of numerous private sector chief executive officers from the 
travel industrv companies, along with all appropriate associations 
that so dutifully support the travel industry ana appropriate Gov- 
ernment offices. 

And without chronicling here at great length that effort, I think 
that in a nutshell you could say it was an effort that involved re- 
search, advertising, public relations, and Government relations at 
the Federal, State, and local levels. It was noteworthy because it 
happened quicker than anything that I can recall ever occurring 



Digitized by VjOOQ IC 



66 

within the travel industry, and perhaps that speaks to the direct 
and hands-on involvement of the CEO's from the private sector 
companies. 

It also generated money, which is necessary to do just about any- 
thing these days, particularly when you are communicating with 
people and attemptin|^ to generate public awareness. And it did 
that in short order. With $7 million collected it basically embarked 
upon somewhat of a precedent- setting advertising and PR pro- 
gram. 

Rather than talk at length about that, with all this technological 
equipment before us and not yet used, if I may ask — ^is it Sue — 
Susan to be please roll the tape that briefly highUghts the televi- 
sion commercial that was utilized by Go USA to jump start travel 
within this country, and some of the publicity that was generated 
by this very cohesive, quickly mobilized effort. 

Senator Rockefeller. Good. 

[A videotape was shown.] 

Mr. Conner. Thank you venr much, Susan. I think the legacy, 
or epitaph, if you will, of Go USA, since there are no plans that 
I know of presently to J)ermanently establish it as an ongoing agen- 
cy is — ^it was kind of^ a once-and-done effort— that the industry 
stands readv to act in advance of such catastrophic conditions that 
it confronted earlier this year. 

The precedent has been set for the private sector. All of the asso- 
ciations that represent the industry, all of the appropriate Govern- 
ment agencies and offices, can get together. Ana the legacy is that 
the whole is greater than any one of its parts. Go USA was living 
proof of that. 

Certainly, I think a second note is that the travel industry, de- 
spite comments to the contrary, can come together as a cohesive, 
quicklv mobilized unit for the good of the total industry and then 

Sback to appropriately going after each other's jugular veins like 
ey r^ularly do. 

And I guess third, the mcgor legapy or lesson to be learned is one 
for the private sector. Namely, that is realljr there was nothing too 
incredibly precedent setting about the activities that Go USA took 
on. It was energizing. It was great for the industry in a time of 
need. It created feel good for all of those engaged in the industrv. 
But it really was an example of the kinds of activities that USTTA 
and TIA and numerous other organizations have been all about for 
some time. 

So, therefore I think that, in somewhat of a humble fashion, the 
private sector having basically bestowed upon us this "success" 
over a 6-week period, now also recognizes that it must more regu- 
larly support and stay involved with the ongoing efforts of USTtA 
and TIA and any others that are all about making the whole more 
imjportant than any one of its parts. 

So, that is the update that I have for you today on Go USA and 
some of the lessons to be learned. From Bill Marriott and Marriott 
Corp. on S. 680, it certainly has his and the company's strong en- 
dorsement. I think we must be mindful that we can ill afford to 
rest on our laurels as it relates to the perception among interna- 
tional travelers, that America must be high on their list of top des- 
tinations. 
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We must, in a growing global economy, where that phrase finally 
is changing from rhetoric to reality, and certainly will more so in 
the next 10 to 20 years, we must make certain that the country of 
the United States perpetuates staying on top of international trav- 
elers' most preferred destinations. And we must do sometiiing 
about that; it will not happen automatically. In regard to S. 680, 
I think it is headed in that direction, and it has Marriott's endorse- 
ment. 

I thank you for the opportunity to be here today. 

Senator Rockefeller. Thank you, Mr. Conner, very much. Mr. 
Elder. 

STATEMENT OF FREDERICK A. ELDER, AVIATION DIRECTOR, 
DADE COUNTY AVIATION DEPARTMENT, ON BEHALF OF THE 
AIRPORT OPERATORS COUNCIL INTERNATIONAL, WASHING. 
TON, DC 

Mr. Elder. Mr. Chairman, I am Rick Elder. As director of the 
Dade County Aviation Department and Miami International Air- 
port, I am very pleased for this opportunity to testify before you 
today on behalf of the U.S. members of the Airport Operators 
Council International, AOCI. 

AOCI represents the governmental bodies that own and operate 
the principal airports that are served by our scheduled airlines in 
the United States and around the world. AOCI's member airports 
enplane and receive all international scheduled airline traffic in 
the United States. 

I have submitted a formal written statement for entry into the 
record regarding our concerns for our ability to meet the growing 
demand of international travel to this country. I would like to 
spend a few minutes to personally comment on some of the m^jor 
immigration issues causing these concerns. 

As jrou are well aware, there are three major international air- 
ports in the United States: New York-Kennedy, Miami, and Los 
Angeles, plus there are several other airports which also have 
international traffic. Of the three mcgor international airports, 
Miami is the second largest international gateway in the Natioa 

Miami has a unique geographic location and almost 60 interna- 
tional airlines serving almost 100 cities in foreign countries. Flor- 
ida's tremendous international tourism industry and Miami's suc- 
cessful role as a major international trading center for the Caribbe- 
an and Latin America are globally acknowledged. Miami Airport 
provides first-class facilities to serve our international airlines and 
our international passengers. 

During the past 10 years, we have spent more than $100 million 
in Federal inspection facilities, which now cost us more than $10 
million each year in operations and maintenance. New and expand- 
ed Federal facilities will be built at Miami International Airport 
and require an additional $100 million over the next several years. 

Mr. Chairman, during the past 5 years, our international passen- 
ger volumes have increased at 10 to 15 percent annuallv. This 
means we are doubling our international traffic every 6 to 6 years. 
Our average growth rate for each of the past 8 weeks has been 14 
percent. During July and August, we shall be handling 20,000 ar- 
riving international passengers each day, some 15 percent id)0ve 
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last summer, with 25,000 passengers each day on weekends, some 
26 percent higher than last summer. 

So, it is easy to understand that clearing the complete Federal 
inspection system in the congressionalhr mandated 45-minute 
standard is desperately important to us. Last vear at some mcgor 
airports, passengers who had flown 8- to 10-hour journeys were 
then left on their aircraft for up to 2 hours before they could spend 
another 2 hours being processed bv Immigration. 

Unfortunately, many of these oelavs at our airports result from 
Immigration policy, as opposed to facilitation, forcing us to this 
next step: an appeal to you for help. We applaud you. Senator 
Rockefeller 

Senator Rockefeller. Are you going to discuss some of the poli- 
cy problems? 

Mr. Elder. Yes, sir. 

Senator Rockefeller. Good. 

Mr. Elder. For Senate bill 680, that bill goes to the heart of the 
issue that brings us before vou today. International trade, travel, 
and tourism create jobs for Americans and bring billions of dollars 
of revenues to this country. Our natural resources, our ma^ificent 
national parks, bustling modem cities, and American creativity are 
going home with international tourist and business people, in their 
cameras, on their videos, and in their memories. 

S. 680 is an important piece of legislation which directs our at- 
tention to those opportunities whioi exist in this international 
marketplace. But we have a problem, Mr. Chairman. We cannot 
unnecessarily delay, detain, discourage, or disappoint these inter- 
national travelers and expect them to return, just as we cannot our 
citizens, returning home from foreign lands, to an inquisition-style 
clearance svstem. It is bad public polipy, bad for our national 
image, and bad for international business. 

Because the international airports are an integral part of the 
equation, and because we believe in a strong, efficient international 
trade and tourism policy, and because we care how our visitors and 
citizens are treatea in our facilities, we would like to make some 
specific recommendations for your bill. 

Section 6 of S. 680 directs the Secretaiy of Commerce to work 
with the appropriate Federal agencies to lacilitate entry into this 
country. Airport operators believe the following points will help 
achieve that goal. 

First, we must immediatelv increase the number of operational 
Immigration inspectors actually on duty clearing international pas- 
seneers at our ^fation's airports. That is, real, live bodies, not budg- 
eted positions. INS' own staffing model indicates a fully funded re- 
quirement for 640 inspectors this fiscal vear. Yet at the start of our 
peak summer season, less than 200 had been hired. INS has made 
some headway in the last 

Senator Rockefeller. How many do you have at your airport, 
and how many should you have? 

Mr. Elder. We have right now. Senator, we have about 110 
today. We should have about 180, and we have additional inspec- 
tors coming now. 

Senator Kockefeller. Which will bring you to what number, the 
additional inspectors? 
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Mr. Elder. 180. We should have 180 in the next 6 months. 

Senator Rockefeli£R. So, in theoiy, youll have all that you re- 
quire. 

Mr. Elder. All that we are budgeted. 

Senator Rockefeu^r. No, I am not asking that I am saying 
how many should there be to cany out the process the way you 
want it to be? How many would there have to be? 

Mr. Elder. The process the way we want it to be would probably 
be over 200, but I have got some other points that I want to make 
to show you how these numbers do not necessarily reflect what we 
really need at these airports. 

Senator Rockefeli£R. OK 

Mr. Elder. We must accelerate, though, the hiring and the train- 
ing of these inspectors. 

Second, INS district directors should be given the authority to 
support to use part-time and seasonal stafifings to meet peak period 
and peak season traffic demands, and this goes to your question. 
Todav we are not using the part-timers the way we believe it 
should be used, which would then briuE down the total numbers of 
full-time inspectors based on the models that are being developed 
today. 

We have had great success at Miami in the past using school- 
teachers to meet our extra summer needs. 

The INS airport directors and district directors are the ones that 
know their problems. They can implement solutions if given the au- 
thority by headquarters. INS staffing models should be recomputed 
with part-time employees to maximize the staffing during these 
pea^s and to minimize the cost to the INS. 

Senator Rockefeller. You mean you cannot officially get school- 
teachers? You just said you do get them. 

Mr. Elder. We have used those, but we were in a meeting with 
Commissioner McNary yesterday, and the INS policy has not been 
laid out very clearly. A lot of the airports across the Nation believe 
that they cannot use part-timers. We have been able to use part- 
timers. 

The problem that we are facing across the Nation is that the pol- 
ipy is not clear. It is left up to the districto. And so we have a dif- 
ference depending on what airport you are going to, whether they 
are using part-timers or not. 

Third, D4^S should look to the Customs Service for a successfbl 
role model. For the past 2 years, Customs has stressed a syneijgy 
between enforcement and facilitation, using modem selectivity 
techniques. INS is still stuck in enforcement. We are not suggest- 
ing that enforcement be compromised in anv way. Quite the con- 
trary. As shown with the Customs model, II^S can more efficient^ 
focus its resources through a process of selectivity. 

Fourth, in terms of focusing INS resources, the reintroduction of 
the modified citizens' bvpass program, or accelerated citizen exami- 
nation, ACE, is a good stort. But it should be in place, active, at 
all times, not only ''when sJDSolutety necessary to reduce conges- 
tj L." I am quoting from a telephonic message that was sent from 
t INS Commissioner to their rep;ional and district directors, 
ed June 14. Please note, Mr. Chairman, the program developed 
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b^ INS stresses reducing congestion rather than preventing conges- 
tion. 

Next, we should ask if INS realljr needs to spend twice the nor- 
mal time, or 2 full minutes processing ever^ single Western Euro- 
pean or Japanese tourist visiting the United States imder visa 
waiver programs. The United States must treat our visa waiver 
visitors in a friendly, efficient, and civilized manner, just as we are 
treated when we visit their countries. 

You might ask INS, Mr. Chairman, for their own statistics on the 
percentage of air entries by passengers from nonvisa waiver coun- 
tries who are refused entry or who are subsequently deported from 
the United States versus the percentage of air entry visa waiver 

Sassengers or citizens who are reftisea entry or are subsequently 
eported. I think you will find that the visa-waiver countries, tlie 
visitors from those countries are people that the front-line agencies 
of the Federal Government should be welcoming to the united 
States. 

Fifth, we have had great experiences and success with the 
preinspection trials at London last year. Full planeloads of Ameri- 
can Airlines flights from Gatwick were through all of our immigra- 
tion and customs procedures within 20 minutes. We loved it, the 
airlines loved it, uie passengers loved it, since it very effectively 
used the 2-hour period that they now spend between the check-in 
and the actual flight departure. 

Yesterdav at a meeting with Commissioner McNary, INS con- 
firmed its tuU support for reinstatement of preinspection at London 
and expansion of tnat program to other high-volume airports. AOCI 
member airports strondy support this position. Preinspection was 
a great proeram. It should be started again at London, then at 
Frankfurt, then Paris, Amsterdam, Tokyo, and beyond. 

Speaking for Miami, we would respectfully suggest consideration 
be given to requiring that when a U.S. citizen leaves the United 
States to travel anywhere, including the Caribbean and Mexico, 
that he will need a U.S. passport to enter the United States aeain. 
No more dogeared voters registration cards or illegible drivers li- 
censes. We must make the immigration inspector's job easier in the 
interest of efficiency and the expeditious clearance of all the pas- 
sengers. 

In conclusion, Mr. Chairman, Miami International Airport and 
all of our AOCI airports take facilitation very seriously. We all 
care. We all support the Federal agencies in tne effort to perform 
their difficult tasks effectively. But we must demand efficiency. 
Bricks and mortar are only part of the answer. We encourage mov- 
ing into the state-of-the-art inspection technology to expecute the 
Fraeral process as traffic demands increase. 

But we have congestion now, today, even as we speak. An imme- 
diate fix would be the immediate activation of ACE at our gateway 
airports, use of part-time employees during peak periods, and rein- 
statement, followed by expansion, of the preinspection program. 

Congressional direction promoting a national commitment to effi- 
ciency and friendly access to this epreat Nation must be imparted 
to the INS top management and other Federal agencies. America's 
share of the 2 billion people that will be flying worldwide each year 
hy the turn of the century depends on such a commitment. 
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Mr. Chairman, I will pleased to reply to any questions that you 
may have. 
[The prepared statement of Mr. Elder follows:] 

Prepared Statement of Frederick A. Elder 

Mr. Chairman, Members of the Subcommittee, I am Rick Elder, Director of Avia- 
tion, Dade County Aviation Department, Miami International Airport. I am pleased 
to testify today on behalf of the UJ3. members of the Airport Operators Council 
International (AOCI). 

AOCI represents the ffovemmental bodies that own and operate the principal ai^ 
ports serving schedulea airlines in the United States and m may countries. AOCI 
member airports receive virtually all international aiiiine trafQc entering the Unit- 
ed States. We appreciate the opportunity to discuss facilitation issues, and the se- 
vere problems they cause for our airport members and their communities. 

Mr. Chairman, we commend you lor holding these important and timely hearings. 
The summer travel season has begun and we have alreadv seen a increase in pas- 
senger processing times at international airports across tne countiy. We expect a 
repeat of last summer's disastrous delays of as much as four hours at U.S. airports, 
umess the Immigration and Naturalization Service immediately addresses serious 
staffing and policy questions. 

AOCI would also like to commend you, Mr. Chairman, for vour work with the 
General Accounting Office to produce the March report entitled 'basing Foreign 
Visitor's Arrivals at UJS. Airports." The GAO makes a number of important poiiSi 
that we will address later in the testimony. AOCI would also like to commend you 
for crafting and introducing S. 680. This important legislation will undoubtecUy ben- 
efit and facilitate U.S. travel and tourism. 

THE IMPOBTANCE OF FACIUTATION 

UJS. international airports eat to connect the communities of the United States 
to the international air transportation system, to enable the movement of business 
travelers and tourists, and the shipment of cargo and mail. Our communities look 
to international air travel for new opportunity. Airports, state and local govern- 
ments, and tourism and economic development organizations expend enonnous time, 
effort and resources on international marketing. 

THE FACILITATION CONCEPT 

In the 1944 Convention on International Civil Aviation, governments c^roed to 
adopt all practical measures to facilitate and expedite air transportatbn. The con- 
vention, known as the Chicago Convention, is the principal instrument of interna- 
tional law ^veming aviation, and its articles 22 and 23 emphasize the need to es- 
tablidi rapid customs and immigration procedures, to smooth the link between 
international air transportation and the community. The drafters recognized that 
the procedures for processing steamship passengers after days in transit, if applied 
to international air transport, would remove much of the value and rapidity or trav- 
elling by air. 

Many nations of the world have fulfilled their international commitments, and 
have implemented the standards and recommended practices in the International 
Civil Aviation Organization (ICAO) Annex 9 (Facilitation) to the Chicago Conven* 
tion. Annex 9's provisions are aimed at reducing formalities and documentation re- 
quirements, improvin£[ the installations and services for users of international air 
transport and m achieving the rapid clearance of international passengers and 
cargo. 

Poor air transport facilitation is a severe handicap for airports. It consumes mudi 
of the capacity of scarce and expensive airport faciuties, and reduces the quali^ of 
service the airport provides to the community. Facilitation problems cause passen- 
ger facilities and airfield installations to become congested and operate inefficiently 
and subject the passenger to delay and discomfort. 

VS. airports have invested billions of dollars to improve international arrival te^ 
minals throughout the countiy, and will continue to oo so. Over the next five years, 
communities plan to spend in excess of $50 billion on capital improvements at their 
airports. About $10 billion will be spent on new and improved international tenni- 
nals. 

Delay in federal inspection processing in our airports imposes an unnecessary 
penaltv on airports and communities that are woiking to build the best facilities 
possible. 
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Congress however, establishes law and policy, and we urge you to consider the 
[lowing issues and invite debate. 

INSPBCnON PKOCBDUSBS AND PROBLEMS 

Mr. Chairman, Section 6 of your Tourism Policy and Export Promotion Act of 
1991" (S. 680) directs the Secretaiy of Commerce to coordinate with the appropriate 
federal agencies and take action to ensure that foreign tourists are not unnecessar- 
ily delayed when entering the U.S. We would like to suggest to the Subcommittee 
several specific areas where facilitation could be improved, and we would like to 
focus our recommendations on the problems we are currently experiencing with the 
Inmugration and Naturalization Service. 

It is important to note that INS does not have any budget problems that preclude 
them from addressing these delay problems. Funds are available to increase staff, 
and to improve operating procedures so that the a^ncy can meet the international- 
ly recognized and oongressionally mandated 46-imnute passenger processing stand- 
ard. That is 46 minutes from the door of the aircraft throu^ the front door of the 
terminal, afier clearing all of the federal inspection agencies. 

Mr. Chairman, let me emphasize that the International Civil Aviation Oi^aniza- 
tion and Congress have explicitly directed the U.S. p)vemment to complete all in- 
spections witmn 46 minutes of arrival of an international fli^t. This time limit al- 
lows an international passenoer to make his or her flij^t connection within the nor^ 
mal 90 minute air transport mdustiy standard. We urge the subcommittee to reiter- 
ate in legislation that all federal inspections be comi)Ieted in less than 46 minutes. 

Last year. Congress took the bold step of eliminating the user fee exemption for 
Canada, Mexico, and the Caribbean. This action generated the much neeckd reve- 
nue required to hire many new immigration inspectors at airports. Despite the best 
efforts of the Conmss, INS has not rnlly utHizea this new revenue stream. 

In Januaiy of this year, INS released a staffing model that proposed hiring an 
additional 460 inspectors in 1991. We must point out that in addition to tiiie 460 
new positions, INS already had 190 existing vacancies at the time that this report 
was released. Of these 640 positions, fewer than 200 had been hired by the start 
of our peak summer season. 

Mr. Chairman, we cannot stress the point strong enou^ that it would have taken 
eveiy one of these 640 inspectors, and then some, to be m if we are to avoid exces- 
sive delays at our migor gateway aiiports this summer. 

I woula like to mention, Mr. Chairman, that the INS proposed 460 new inspectors 
is not even the number needed to meet the 46-minute standard. According to INS^ 
own staffinff model, they will need over 750 new inspectors to meet the international 
standard (that Is 750 new positions in addition to the 190 existing vacancies). It is 
our understanding that the number 460 was chosen due to limitations on training 
programs, not due to limited fiinds. We believe that given the current situation, INS 
should be doing eveiythin^ possible to hire and train every inspector needed to meet 
the international standara this year. INS has the fiinds this year to hire the requi- 
site number of inspectors. It is unacceptable that INS cannot, or will not, expand 
their training capacity to address this crisis. We are pleased that INS Headquarters 
has finally approved the Miami District Office to do its own hiring, and to initially 
train on-the-job this summer, for the first time. 

As we have mentioned, one of the root causes of INS' inability to rapidly and ef- 
fectively process arriving international air passengers is the constant shortaffe of 
INS staff. All INS air passenger processinff is paid for out of the Immigrationuser 
Fee. There is a constant problem with application of INS user fee revenues to other 
functions, such as border control and non-aviation detention and deportation, and 
this diversion of funds must be stopped. Such detention and deportation functionB 
do not benefit air travelers who pay the user fee, and to apply Uie fiinds to sudi 
programs can only further undermine facilitation at airports. 

With regard to part-time and seasonal staffing, INS has been moving away finom 
utilizing this useml source of stafiing over the past two years. Airports oelieve that 
part-time and seasonal staff are an important tool that can be used veiy effectively 
to meet the demands of peak scheduling and seasonal travel increases. At many 
international gateways, flights from abroad tend to arrive at a certain time of the 
day. The demand on INS staff is veiy heavy for this portion of the day and then 
may drop off to lower levels for the rest of the shirt. Part-time staff can and should 
be utilized to woik these peak periods. The same is true of the summer travel sea- 
son. Several INS regions nave traditionally employed teadiers and others to woii 
the summer months to assist with the seasonal increases in travel. We find no evi- 
dence that either part-time or seasonal staff are less effective and in fact, we believe 
that this is a cost-efiicient way to improve processing at peak times. 
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Airports share the federal sovemment's oonoem about airline peak scheduling. 
However, peak scheduling is driven bv market forces. The airlines cannot deny the 
service that the marketplace demands. As a result, we do not see a reduction in 
pfok Bchedulinff in the foreseeable future. Therefore, airports and the federid gov- 
ernment must find efHcient and effective methods of servicing that demand. We be- 
lieve that part-time and seasonal staff are a proven way to deal with airline peak 
sdieduling. 

For the long term, we believe that INS adopt some kind of selective inspection 
procedure, such as citizen bypass, to be able to handle the constantly increasing 
mtemational air travel demand. 

The GAO report spedficaUy endorsed citizen-bypass, stating "INS could reinstate 
the VS. citizen bypass system at all aiiports. Tiiis system would substantially de- 
crease INS' insoection work load and free up resources for clearing foreign visitors." 

AOCI strongly supports citizen bvpass as a means of facilitating passenger proc- 
essing. Airports have repeatedly discussed the possibility of retummg to a citizen 
bypassprogram with INS. We all the new Accelerated Citizen Examination program 
or "ACES" is a first step in this direction. However, the ACE program does not go 
far enou^. 

First of all, ACE, as currently designed, is reactive->not proactive. Airport opera- 
tors strongly believe that INS must take proactive steps to eliminate unnecessaiy 
lines and delays at our international gateways. In its June 14th memo to field of- 
fioes, INS headquarters directed port staff that "local manasement may accelerate 
the examination of U.S. citizens when it is determined that tne 46-minute standard 
cannot be achieved for arriving UJ3. dtizens." The memo goes on to say that "accel- 
erating the examination of US. citizens will expedite processing all applicants for 
admission throu^ more effective utilization of available personnel." 

Mr. Chairman, we believe that INS should immediately implement accelerated 
citizen examinations across the board, at all international airports. 

It is dear, even in INS' internal communication, that UJ3. dtizens should not be 
subjected to lines of even 45-minutes when they may be examined more quickly. In 
our opinion, a 45-minute minimum should not be the focus. INS should instead be 
attempting to clear all dtizens and visitors as fast as posdble. If a flight can be 
processed in 10 or 15 minutes, INS should woik toward that goal. The federal in- 
spection agencies, particularly INS, must not become complacent with achieving 45 
minutes, liie 45-mmute standard was set as an extreme processing time, not a nor- 
mal processing time. 

Mr. Chairman, INS also acknowled^d in the June 14th memo that ACE will 
allow inspectors to process foreign visitors more quidcly and concentrate their re- 
sources more effidently on those passengers who truly pose an enforcement risk. 

As airport operators, we are also concerned about the tremendous amount of dis- 
cretion left to the first line INS local supervisors under the current ACE structure. 
In order to fadlitate tourism and travel, our nation needs a strong and consistent 
national policy— not a policy that changes from shirt-to-shirt and port-to-port. 

Mr. Chairman, we lurge the subcommittee to direct INS to expand ACE to a per- 
manent, standardized program. 

Another measure for the longer-term is the use of preclearance and preinspection 
clearance, or inspection, of air passengers in the interval between their check-in for 
their fli^t and the actual departure for the U.S. can be a useful facilitation meas- 
ure. Prdnspection at one migor airport abroad can relieve passenger congestion and 
delay at many UJS. airports, by eliminating the need to be processed by INS upon 
arrival in the United States and by providing advance information to speed passen- 
ger processing by the other inspection services. Imniigration preinspection, or fall 
precfearance, oy INS and Customs are not feasible in all cases, but where traffic 
volume justifies, where the enforcement risk permits, and where fadlities and oper- 
atitig authorities are available, th^ should be sought. 

AOCI supported the initiation of^the preinspection test conducted in London earli- 
er this year. We believe that the test was a success and INS should resume 
preinspection at London as a permanent program and examine the cost-effectiveness 
of implementing preinspection at other locations abroad. 

"Rie London test was completed in January this year, and yet six months later, 
in the midst of the summer travel season, the Federal Government has not yet com- 
pleted the evaluation we were told would be finished in the spring. We have asked 
the National Security Council, the Department of State and the Justice Department 
to expedite the current evaluation of U.S. immigration preinspection in London. To 
date we have bad no response, and we encourage the Subcommittee to request that 
preinspection in London oegin again as soon as possible. 
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We also believe that INS needs to reassess the amount of time that each INS in- 
spector spends piDcessing eveiy individual 'Visa- waiver* passenger, which IN^b 
own statistics show are the lowest-risk of all visitors to the U JS. 

In conclusion, Mr. Chairman^ AOCI takes facilitation veiy seriously. We support 
the federal inspection services in their efforts to perform their tasks effectively, but 
above all, efRciently. We look forward to working with you to improve and stream- 
line the whole of the present federal inspection process. 

I appreciate the opportunity to express our concerns and I would be happy to en- 
tertain any questions that you or other members of the Subcommittee may have. 

Thank you. 

Senator Rockefeller. Thank you, Mr. Elder. Mr. Norton. 

STATEMENT OP RICHARD E. NORTON, DIRECTOR, 
PACnJTATION, AIR TRANSPORT ASSOCIATION OP AMERICA 

Mr. Norton. At last yearns hearing on foreign visitor facilitation, 
the Air Transport Association pointed to a number of factors tliat 
were inhibiting the growth of international tourism to the United 
States. Several of the goals suggested by ATA and other elements 
of the tourism industry were quickly achieved. But progress has 
been seriously undermmed by a number of regressive steps that 
have raised new barriers. 

The good news is that, ironically, funding is no lon^ner an issue. 
The provision of the user fees for both Customs and Immigration 
have been changed and should give tliem plenty of money to hire 
new personnel. The visa-waiver program is about to be expanded 
to include at least 15 new nations, and INS is now under a man- 
date to inspect people within a 45-minute timeframe. 

The preinspection program, as Mr. Elder pointed out, looks like 
it is on track, and the automated clearance process called Advance 
Passenger Information shows promise as well. However, despite 
the fact that many people may have decided to ''Go USA, I know 
where they are waiting: they are still waiting in INS lines, where 
clearance times remain long. 

The popular citizen bypass system has been eliminated. It has 
not been replaced by a program that has been effective, and the 60- 
percent increase in INS user fee this year has not materialized in 
the form of new staff. Visitors are being subjected to routine waits 
of 2 hours or more at New York- John F. Kennedy Airport, tiie Na- 
tion's largest entry point, and long delays are common at Los Ange- 
les and Honolulu. 

Senator Rockefeller. And unnecessarily so. 

Mr. Norton. Yes. For the exact reasons that Mr. Elder de- 
scribed, that no selectivity is being used, citizen bypass has been 
eliminated, and the program that has been put in to replace it, the 
accelerated citizen examination, is ad hoc. It only eoes into effect 
when it looks like there is going to be a crisis, ana it is going to 
contribute to, rather than cure, the chaos that we now have at the 
airports. 

Senator Rockefeller. Why? I do not understand that. 

Mr. Norton. Well, under citizen bypass 

Senator Rockefeller. No, I agree with your conclusion, but why 
would this happen? Why would this be done randomly? 

Mr. Norton. Good question. We have sought that answer our- 
selves, and we are not sure what the reason is, either. It would 
seem to make more sense to manage consistently rather than only 
when crisis prevails. 
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Now, Mr. Chairman, the air transport industr]^ is doing its part 
to both promote tourism and solve airport inspection delays. As Mr. 
Elder points out in his written testimony, $10 billion is being spent 
bv the airports over the next 5 years on international facilities 
alone. We have not lost sight of how this country can benefit from 
growth in this form of trade, or how quickly we can lose it if ex- 
change rates become less attractive and travelers then start choos- 
ing their destinations based on where they might be received with 
open- armed hospitality instead of chilly indifference. 

Senator Rockefeller. Incidentally, of that $10.5 billion, do you 
know if any of it is coming from the Airport Trust Fund? 

Mr. Norton. I am not sure exactly what the figure is. Perhaps 
Mr. Elder would know. 

Mr. Elder. Yes, sir. There should be some of that coming from 
the trust fund. 

Mr. Norton. Now, there are many examples of the industry's 
commitment. We are spending a significant part of a $1.5 billion 
industry advertising budget to encourage U.S. tourism. Such pri- 
vate-sector efforts translate into an increase in Federal and State 
and local revenues. In fact, foreign tourists contributed an estimat- 
ed $4 billion to these coffers last year. 

However, the facilitetion fee enacted last year to pay for the 
USTTA, a fee that nobody likes, is a cruel burden to place solely 
on the backs of air carriers and sends an unseemly message to 
tourists that they must pay for promotional endeavors in behalf of 
U.S. tourism. 

Another example is the API program that I mentioned earlier. 
This is not the world's biggest paperweight. This is a very small 
device that actually reads machine-reaoable passports. We are 
usin^ this in conjunction with a program sponsored by the Customs 
Service, and it automatically captures all of the information needed 
to speed up the inspection of most travelers because so many of 
them are now carrying those machine-readable documents. 

This is the future of international passenger processing, and a 
future that carriers are willing to invest in. But its expansion is 
being unnecessarily limited by conflicting provisions in other law. 

Senator Rockefeller. You mean laws that could be changed? 
You are not talking about rules and regulations. 

Mr. Norton. No, it appears that it would require a small legal 
change to the Aviation Security Act, and I will mention that in a 
moment. 

These impediments must be addressed, and we believe that top- 
level attention has to be drawn to the need for a system that en- 
courages foreign visitors to come to the United Stetes. The industry 
urges that a number of steps be taken. 

First, repeal the USTTA facilitation fee. It imposes a charge on 
the carriers for each foreign visitor that we bring to the United 
States. The fee violates the provisions of the Chicago Convention, 
it places the entire burden of the USTTA budget on the airlines, 
ana it sends an offensive message to prospective travelers and their 
governments. 

We do not oppose the existence of USTTA; just the fee. It stands 
in the way of the type of productive private sector-Government re- 
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lationships that you have described as an essential ingredient in 
the tourism recipe. 

Second, consistent with the national goal of maximizing a tour- 
ism trade surplus, we ask that a followup be made on the March 
1991 GAO report by expanding section 6 of S. 680. We suggest that 
the Secretary of Commerce be charged with developing a consoli- 
dated strategr to eliminate the facilitation problems. 

Governor Waihee has also submitted a written comment for the 
record, and he agrees that we should ask the Secretary of Com- 
merce to consult with other Departments and produce suggestions 
that show the statutory, organizational, and fiscal changes needed 
to ensure that visitors are handled efficiently. 

Next, we urge that INS, meanwhile, adopt a realistic system of 
inspection. I do not want to cover the same ground that Mr. Elder 
covered, but selectivity is clearly something that is used elsewhere, 
and it is ludicrous to apply a 100-percent query system at an air- 
port. 

There are 350 million people admitted across the land border 
every year, compared to about 40 million visitors at our airports. 
Those people are waved through. Why, in the face of airlines secu- 
rity and all the other measures to prevent abuses of the travel sys- 
tem, do we face this crisis at airports? It is ludicrous. 

We also ask that the Department of State be urged to promote 
and support the establishment of additional preinspection sites and 
provide that Department with the means to improve the security 
of U.S. passports so carriers will not be victimized by inadmissible 
passengers. 

And finally, relative to your question regarding advance passen- 
g:er information, some minor changes need to be made to the Avia- 
tion Security Act of 1990 that would nermit API, an existing Gov- 
ernment-sponsored program that clearly expedites the inspection of 
travelers, to be substituted for the less precise passenger manifest 
requirements that were passed as part ot the ASA. 

Mr. Chairman, we really ai)preciate the opportunity to share 
these views with you on these issues of vital economic importance 
to the country. Your interest in what has erown to be one of Ameri- 
ca's largest exports, the U.S. surplus of trade and international 
tourism, is sincerely appreciated. 

We are confident that these hearings will once again lead to 
msgor progress on the stubborn problems encompassing foreign vis- 
itor facilitation. 

[The prepared statement of Mr. Norton follows:] 

Prepared Statement of Richard E. Norton 

My name is Richard E. Norton, and I am the Director of Facilitation for the Air 
Transport Association of America (ATA). On behalf of the U.S. m^jor scheduled air- 
lines, the ATA once again welcomes this opportunity to present the industiys opin- 
ions on the status of foreign tourism to the United States. We would also like to 
give an overview on the proposed plan to further analyze tourism trade barriers, as 
put forth in pending bill S. 680. These issues are of vital economic interest to the 
carriers, and further growth in the international trafik is critical to l^e overall fi- 
nancial health of the 700,000-perBon tourism industov. 

Nearly one year ago this subcommittee conducted an important, in-depth exami- 
nation of the factors that were inhibiting the expansion of international tourism to 
the United States. ATA and other organizations presented & critical picture of gov- 
ernment barriers that stifled gnrowth, out also tendered an agenda for improving the 
situation. Several of those goals were quickly achieved; others show signs of coming 
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to fruition in the near future. Some, unfoitonately, have been undermined by re- 
gressive steps that have inflicted ftirther damage. 

L ACOOMPUSHMBNTS IN VISTTOR FAdUrATION, 1990-1981 

• Expansian cfthe visa waiver piloi program, UJ3. tourism growth is not attribut- 
able to any singiB factor, ft is a phenomenon that has been helped by favorable ez- 
diange rates, a generally strong worid econonjy, availability of reasonably priced 
transportation, and fewer traveTbarriers. In this latter category, nothing compares 
with the visa waiver program for having stinmlated interest in travel to the U J3. 
In a few weeks, the origmal list of ei^t partidpatinff countries will be expanded 
to include other low-risk nations that show redorodty for American citizens. Adding 
sudi countries as Belgium, Denmaik, Norway, New Zealand, and Spain means that 
by 1992, nearly 70 percent of all foreign visitors will be entering under the condi- 
tions of this ^rm-win" program. 

• Changes to the Customs User Fee (COBRA) Account Hie removal of certain re- 
strictions on the expenditure of user fee revenues has allowed the Customs Service 
to hire 260 new ofncers and upiprade tedmology at the airports. Efficient use is 
being made of these resources, vrhich have been fused with effective operational pro- 
oed^ires that have served the public well: enforcement has improved, and passenger 
delays that can be attributed to Customs have been minimizeo. 

• Changes to the Immigration and Naturalization Service Inspections User Fee 
Account Last summer was infamous for the bng waits passengers had to endure 
for immigration clearances. Hie bleak situation described last year to this subcom- 
mittee rapidly deteriorated; by the end of the tourist season the fifteen airports that 
handle 95 percent of the international traffic to the U.S. were sufTering regular 
delays ai two hours or more. It was clear that woridwide publicity about the need- 
less delays would do j^rmanent damage to \JS, touiiBm if allowed to continue. 

Congress acted deosively last October to correct this problem, making modifica- 
tions to the INS user fee that have increased revenues significantly. By removing 
the exemption for traffic from Canadi^ Mexico and the Caribbean, uie iNS inspec- 
tions budget will rise from $110 million in 1990 to an estimated $205 million in 
1992— nearly enou^ to double the number of iminigration inspectors. 

• Adoption of tfSe 45'minute standard for immigration clearance. In concert with 
the immigration user fee change. Congress also mandated that all passengers be in- 
spected by INS within 45 minutes of arrivaL By adopting this recommend^ practice 
of the International Civil Aviation Organization (ICAO), an unmistakable signal has 
been sent all parties that the U.S. government would no longer condone a tadt poli- 
cy that showed little concern for how long it took visitors to go throu^ the inspec- 
tion process. As Ed Book of the Tourism Industry Association termd it, the VS. 
could not afford to be regarded as "the Marie Antoinette of international tourist des- 
tinations." 

U. RBCENT PRCXABSS ON FAdUTATION ISSUES 

• Immigration Preinspection Test in London. Another solution to visitor facilita- 
tion that was sugsested at last yearns hearing was to expand the INS preinspection 
program to sevenu of the laroe hubs overseas. INS has vigorously pursued this initi- 
ative, and completed a hi^y successful test of the concept this past January at 
Heatnrow and uatwick, Lraioon's two main international airports. The four month 
experiment involved 380,000 passengers who waited an average of only 6 minutes 
for clearance. The program was jud^d an unqualified success by passengers, air- 
ports, participating carriers, and uie British Government. 

liie air transport industry cannot overstate the importance of the preinspection 
program. Now, even the skeptics are amoxijg the ranks of the true believers. Tne rea- 
sons are numerous: travelers save time, airlines avoid delays, U.S. arrival halls are 
quickly emptied of oreinspected passengers, and immigration enforcement is meas- 
urably enhanced, if^ bureaucratic hurdles can be overcome (a big 'V) to the extent 
that preinspection can evolve into a permanent program in London and other migor 
European sites, facilitation delays for transatlantic passengers will be rare. 

• Expanded use cf Advance Passenjger Information. Recent events have clearly 
demonstrated that growth in international traffic cannot be met with the old solu- 
tions. Relying on a strategy of building large new facilities to handle peak-hour con- 
gestion or hmng more and more officers to fill nonexistent inspection booths is fu- 
tile. As the General Accounting Office (GAO) has reported, altering airline schedules 
or trying to steer passengers to alternative arrival sites is an ineffective approadi 
as well Althoudi preinspection seems to be a more attractive alternative if it is put 
in place at llie largest or the overseas embarkation points, it is too costly to be em- 
ployed everywhere. 
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Last year ATA presented an option for conducting entiy formalities in a less ob- 
trusive, more cost effective manner moving mm labor intensive, hands-on 
inspectional methods to a system that places greater emphasis on automation. This 
system, known as Advance Passenger Information (AFI), is beginning to reveal a 
picture of how passengers will be treated in the 1990s. 

API is an outgrowth of a Customs enforcement program that was designed to 
check federal lookout databases before a passenger arrived in the U.S. An important 
breakthrough occurred last year when INS and Customs agreed to expedite the in- 
spection of travelers who had been pre-checked under AFL The results have been 
dramatic; passengers who have been processed under this system move through au> 
ports in half the time. 

Only 3 percent of inbound visitors and citizens are handled in this way, but the 
program is undergoing rapid expansion. A year ago only one carrier was experi- 
menting with API; now, four VJS. carriers and several foreign airlines are ftirnish- 
ing API in behalf of travelers arriving in Los Angeles, San Francisco, Honolulu and 
Chicago. 

We are optimistic about the fiiture of this program for two reasons. First, most 
travelers now possess "machine readable" travel documents (M^Ds) which contain 
most of the data needed to automate the inspection process. About ninety percent 
of US, citizens and virtually all Canadians and Australians travel with machine 
readable passports; an increasing number of European Community nationals have 
compatible documents also. Second, the technology needed to take advantage of the 
MRDs is evolving rapidly. The compact device that is used to capture AH dc^a — 
about the size of an electric pencil sharpener— iias other purposes that speed up 
check-in tasks: it can read information contained on the magnetic stripe of a credit 
card or ticket, and it can verify the validity of travel documents. As these and other 
capabilities are built into such a small mechanism, the potential for growth of Uie 
API program will increase dramatically. 

m. SETBACKS TO FOREIGN VISITOR FACILITATION 

Although the above accomplishments represent a significant part of the agenda 
offered to this subcommittee last year, much of the progress that could have been 
achieved has been negated. Data collection requirements have been imposed that 
are incompatible with API; INS hiring has been delayed; the INS/Customs citizen 
bypass ^stem, which ameliorated some of the delavs caused by under stafiTuig, has 
been eliminated; cooperative programs between INS and the carriers have been 
stalled; and, most egregiously, a fee has been adopted that forces carriers to pay 
a surcharae for each forei^ visitor that is brou^t to the United States. 

• The USTTA Facilitation Fee. Perceptual barriers to efficient travel are a proven 
means of diminishing tourism; airport delavs, cumbersome visa procedures and in- 
adecpiate facilities can all play a leading role in steering tourists to more hospitable 
environs. Now we can add to that list an onerous fee that has the effect of taxing 
each foreign tourist for visiting our countiy. Officially known as the USTTA Fadli^ 
tation Fee, this tax is levied on carriers in proportion to the number of foreign tour- 
ists that are transported here. To potential visitors it is regarded as an unseemly 
attempt to have them fiind the functions of an agency that has no bearing cm their 
voyage, and does little to facilitate their entiy. 

From the carriers' viewpoint, there are three reasons why we believe the fee 
should be repealed: 

• The fee singles out the financially troubled airline industiy. Carriers will bear 
almost the entire burden of underwriting the $20 million annual USTTA budget. 
Last year, UJS. airlines abne lost well over $4 billion, and 40,000 employees have 
lost their jobs. The combination of hij^ fuel costs, the throat of terrorism and an 
unstable economy were devastating. Under these circumstances it is impossible to 
see the rationale for charging earners while exempting by omission the thousands 
of businesses that benefit from tourism spending. The fee, which will be added to 
the $6 billion that is already being paid in taxes and other charges, will come 
straight out of the industry's pocket, necessitate higher fares and fiiither cbse that 
narrow margin of profit within which the industiy operates in the best of times. 

• The fee violates the 1944 Convention on International Civil Aviation ^Chicago 
Convention"). This treaty, to which the U.S. is a party, prohibits the collection of 
a fee that has no relation to services actually provided to arriving passengers. Con- 
gress recognized the possibility of this confhct with international law [see Sec. 
306(bX2KA)], and the USTTA has attempted to hide the evidence that would fuel 
the controversy by trying to forbid carriers from showing the fee on the ticket — a 
ban which, we believe, violates the First Amendment to our Constitution as well 
Carriers or all flags remain convinced that the Chicago Convention prohibition is ab- 
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solute. Most airlines servinff the U.S. (and aU ATA carriers) have informed the De- 

Sartment of Commeroe of their position, and have asked the USTTA to rule the fee 
legal and inapplicable in acooroance with the escape clause in the legislation. 

• The fee, if ruled legal, is an open invitation to expand the USTTA budget at 
no expense to the government. The $1 fee prescribed for 1991 may seem innocuous, 
but it may be increased by the Secretaiy of Commeroe to cover any new appropria- 
tion level set by Consress. The prospect for a substantial fee increase is higmy prob- 
able: the USTTA wiU need resources to handle casewoik generated by claims that 
fees violate various bilateral agreements; many foreim carriers will be panted ex- 
emptions due to such conflicts; and efforts will be made to increase fundmg for gov- 
ernment-sponsored promotion of tourism. The cumulative effect will be to concen- 
trate the mcreasing burden of a laiger USTTA budget on U.S. carriers alone. We 
can foresee the day of a $3 or $4 Facilitation Fee as bein^ just around the comer. 

• Passenger Manifest Retirement, As part of the Aviation Security Act of 1990, 
a provision was included that requires carriers to collect a name, passport number, 
contact name and contact telephone number for each international passenger. This 
well-intended step did not recognize the precedent being set by the API program, 
which has different data requirements. Carriers Mrishinff to expedite international 
passenfiers must collect name, passport number^ date of birth and citizenship (all 
of whioi may be quickly scanned from the machme readable passport into a record 
for routine use by INS, Customs, and other federal law enforcement agencies). Con- 
versely, carriers mandated to comply with the manifest requirement must manually 
compile contact informationr-^nvermable details that do a less complete job of iden- 
tifying passengers than the API program does, that is useful only in extremely rare 
circumstances, and, due to the manual steps necessaiy to accumulate such a record, 
wiU be veiy costly to carriers. 

• Elimination of INS Citizen Bypass at Airports, The bng delays that focused the 
inspection problems so vividly last summer were due to a variety of elements, but 
no factor was as pivotal as the decision by INS to eliminate citizen bypass. The sys- 
tem had been in effect for over a decade, but had been abolished at most locations 
during 1989 and early 1990 because INS distrusted a procedure that split responsi- 
bility for a passen^rs immigration inspection between INS (whidi inspected aliens) 
and Customs (which handled returning UJ3. citizens). When traffic grew and INS 
hiring was stalled, the absence of bypass served as the last straw that doomed arriv- 
ing passengers to multi-hour queues. 

Unfortunately, INS has exaoeirbated the situation by cutting out bypass last Janu- 
aiy at the last two— and biggest — international airports. New xoik's John F. Kenne- 
dy (JFK) and Miami. While the agency is reportedly amidst an intensive hiring pro- 
gram, it has enhanced last year's woriL force only by about 15 percent to date (in 
contrast, the INS user fee budget rose 60 percent this year, and will be 80 percent 
above 1990 levels by FY 1991). Such an augmentation is not likeW to make up for 
the congestion created at terminals such as those operated by TwA and Pan Am 
at JFK, wMch had been purpose-built to accommodate bypass. 

Under pressure to reinstate bvpass, INS recently announced the Accelerated Citi- 
zen Examination program (ACE), which is designed to speed up the inspection of 
returning citizens on occasions when it appears that the 45 minute standard will 
not he met. The industiy is deeply concerned about the ad hoc nature of ACE, and 
has urged INS to adopt its features at all times. 

Adopting ACE as a fiill time measure would be a gesture in the ri^t direction 
to the traveling public. It would demonstrate that INS is willing to examine meth- 
ods of accomplishing an immigration inspection that are more reuant on automation 
and law enforcement profiling techniques, and less on the agency's historic orienta- 
tion toward a laiver work force. Sudi a direction would make INS less vulnerable 
to the chronic holdups, turnover and attrition that are inseparable aspects of Uie 
federal employment v^stem. Furthermore, it would give the agency the flexibility 
needed to handle traffic peaks without jeopardizing^ compliance with the 45 minute 
standard. Absent decisive moves by INS to remedy its deoilitating stance toward fa- 
cilitation, the industiy will continue its public efforts to inform travelers of the rea- 
son wl^ their clearance takes so long. 

IV. RECOMMENDATIONS OF THE AIR TRANSPORT INDUSTRY 

• Expand the scope of the actions required of the Secretary of Commerce, The bill 
currently under review by the subcommittee, S. 680, directs the Secretaiy of Com- 
merce to identify policies of foreign countries that are barriers to U.S. travel and 
tourism exports. Furthermore, it oiarges the Secretaiy with taking "appropriate ac- 
tion to ensure that foreign tourists are not unnecessarily delayed when entering Uie 
United States." These actions would be taken in furtherance of a national gcml to 
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reduce the trade deficit throu^ an increaae in export earnings from travel and tour- 
ism. 

This ambitious objective could be best served if additional emphasis were to be 
placed on solving the persistent problems travelers face when tiying to enter the 
U JS. As we have seen over the oast year, money is less of an issue than it has ever 
been. Uianks to user fee modifications^ however, the availability of funds has not 
cuxea the delays or forced the various federal agencies to woik together. The Mardi 
1991 report on foreign visitor facilitation by the General Accounting Office :^lds 
valuable insights into the nature of the problem, yet stops short of endorsing a 
broad initiative to settle the internecine disputes over a^ncy roles. 

The economic stakes are too hi^l and the alternatives available to prospective 
tourists too numerous to aUow the situation to continue indefinitely. Therefore, we 
urge the subcommittee to alter S. 680 and provide a broader imprimatur to the Sec- 
retary of Commerce— one that will mandate a specific series of steps that develop 
a consolidate strategy to eliminate the facilitation crisis. ATA believes that the Sec- 
retaiy of Commerce (abng with the Secretary of Transportation) is uniquely situat- 
ed to review the practices of other nations and expbre alternatives with the Depart- 
ment of Justice, the Department of the Treasuiy. and the Department of Agricul- 
ture. The purpose would be to orchestrate the submission of a plan that identifies 
the statutoiy, oiganizational and fiscal changes needed to replace the archaic meth- 
ods now used to clear passen^rs. 

• Make other sUUutory adjustments that would foster and encourage new facHUa- 
tion efforts, P^k requests that members woriL with their colleagues on other com- 
mittees to remove certain impediments that cause financial harm to carriers, pre- 
vent expansion of facilitation programs, or block industiy efforts to properly identify 
and screen travelers. These include: 

• Repealing the USTTA Facilitation Fee. In previous years ATA has supported 
USTTA s efforts to orovide services to the entire spectrum of the tourism inaus^. 
The leader^ip of the Tourism Pblicy CoundL the production of statistics that give 
insights into the nature of U J3. tourism, and the oirection of the port receptionist 
p ro gram are all worthwhile endeavors. When placed in the position of "owning^ the 
UStTA—- however reluctant and attenuated that proprietorship is— carriers must 
candidly assess the direct cost benefits they receive from such enterprises. TbB 
USTTA may be a visible cog in the machineiy of national tourism policy, but it pro- 
vides little added value to the business of international air transportation. 

That value is provided instead by heavy private sector promotion. This year alone, 
airlines will spend a significant part of a $1.5 billion advertising budget to encour- 
age international tourism. They will be joined by hotels, resorts, amusement paiks, 
recreational facilities, tour operators, cities, states and other elements of the trans- 
portation industiy, all of which champion the cause of U.S. tourism with proven re- 
sults. 

We uige the committee to rovert to a svstem that recosnizes the USTTA as an 
instrument of broad national tourism goals— one that is funded strictly b3r appro- 
priation, is unencumbered by a budget dependent on a fee that violates an interna- 
tional treaty, is accountable to Congress in its traditional oversif(ht capacity, and 
does not tax carriers in order to ropucate ongoinff industiy promotional efforts. This 
can onl}r be accomplished by replacing the 'Facilitation Fee* with an unlinked ap- 
propriation. 

• Converting the Department of State passport issuance system to one that is 
user fee baseoT Althou^ the U.S. is among the leaders in conversion to machine 
readable travel documents, our passports remain vulnerable to abuse by unscrupu- 
lous passengers. Cost concerns have impeded the adoption of security laminates imd 
other tamper-resistant controls that are used by other nations to make fraudulent 
and altered passports easier to detect. A changeover to a reimburaable fee account 
would help alleviate the financial constraints imposed by the appropriations process. 

• Altering the Aviation Security Act of 1990 to authorize other oata as an accept- 
able substitute for the act's less accurate passenger manifest recmirements. As oe- 
scribed above, the new act imposes a data collection retirement tnat is not compat- 
ible with the more comprehensive and hig^y facilitative Advance Passenger Inform 
mation pro-am. ATA asks that the law be modified to acknowledge the internation- 
ally recogmzed API program as an alternative. 

• Encouraging the Department of State to support the permanent expansion of 
preinspection. Tne huge success of the London trial demonstrated how a full time 
program can minimize habitual delays for visitora; in fact, an ATA survey ^wed 
an average INS clearance time of just 6 minutes for preinspected passengers. In 
view of such results, it is certain that the expansion of preinspection to larse over- 
seas embarkation points will have a positive impact on delays encounterea at Uie 
domestic end. 
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Tliank you, Mr. Chairman, for this opportunity to share the views of the air trans- 
port industi^ on this extremely important matter. Your interest in what has grown 
to be America's laigest "export"— the US, surphis of trade in international tour- 
ism — ^is sincerely appreciated. We are confident that these hearings will once again 
lead to nugor progress on the stubborn problems encompassing foreign visitor fmli- 
tation. 

Senator Rockefeller. Thank ^ou, Mr. Norton. 

The testimony is very interesting to hear. It could be cut off or 
submitted by most of you, but I have wanted to hear it, because 
your frustration comes out, and the little individual bits and pieces 
that make something stop here that would be so easy. You know, 
that machine. I have never seen it. What percentage of passports, 
of visas, could that do? 

Mr. NORTON. That could do 90 percent of U.S. passports and vir- 
tually all Canadian and Austrahan passports, and an increasing 
percentage of the EC passports. 

Senator Rockefeller. And so we have a law which in effect pre- 
cludes that from happening? That is called stupid. 

Mr. Norton. It precludes its rapid development; jres, sir. 

Senator Rockefeller. Do we have, in fact — asking all of vou — 
the slowest processing system in the world for international visi- 
tors? 

Mr. Norton. Without insulting any particular nation, I believe 
there are some Caribbean nations that may have some slowness to 
their process. Perhaps they could be speeded up if that passport 
was required, but of the modem industrialized nations, yes, we 
have by far the most archaic method of processing passengers. 

Senator Rockefeller. And just give me your pnilosopnical rea- 
son as to why you think that is so. Why are we just so unbeliev- 
ably — ^in such an enormous industry— Allan, you nandle this one. 
In such an enormous industry, why are we do counterproductive, 
sticking our feet in our face? 

Mr. MENDELOwrrz. It is an excellent question. 

Senator Rockefeller. Is it the nature of Government, Allan? 
Surely you cannot believe that. 

Mr. MENDELOwrrz. No, I was thinking that maybe we have the 
view that everyone wants to come here. 

Senator Rockefeller, Just like our view of trade in general, ex- 
portinG[ in general. 

Mr. MENDELOwrrz. Yes. 

Senator Rockefeller. We think we are just so wonderful that 
people are just thrilled to be here: and unfortunately, the statistics 
validate that. No matter how shabbily we treat people, they insist 
on coming here. [Laughter.] 

Mr. MENDELOwrrz. what an endorsement that is. 

Mr. Norton. Imagine how many would come if we did treat 
them well. 

Mr. MENDELOwrrz. Yes. 

Senator Rockefeller. Just the four of you, just tick off some 
things that could be done. I mean, that machine, that is just stxm- 
ning. You said 90, 95 percent of at least three countries. 

Mr. Norton. Yes. If you were to compensate for how many visi- 
tors have this type of passport. Right now I would say that easily 
55 percent of the world s travelers to the United States could be ex- 
pedited this way. 
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Senator Rockefeller. Of all the world's travelers, could be 
helped by that. 

Mr. Norton. And soon the figure will be 75 percent. 

Senator Rockefeller. Yes. What are some things that other 
countries do that we ought to be doing that facilitate this process? 

Mr. Elder. Senator, I think we can eo back to some of the things 
that we were doinjg. Obviously, we woiud like to see citizens' bypass 
in effect again. I do not know that we are going to get to that point, 
but even if we have the ACE program, to put the ACE pro- 
gram 

Senator Rockefeller. What are the downsides of that? How 
would people argue for not making 

Mr. Elder. We understand, especially from our meeting yester- 
day, that we are at a national security issue here. You asked a 
question earlier about why the randomness of this, and that seems 
to be where it is centered, in the fact that there seems a higher 
level of security— that is the thinking, anyway — ^when you have 
nonpredictability of these type of chews, as opposed to naving a 
designated line set up 24 hours a day for this. 

If we were to go to that tomorrow morning, we would alleviate 
a lot of problems. The preinspection, I think, is one of the tilings 
that we should move on the absolute fastest because of a couple of 
reasons. No. 1, you are using the international travel time on the 
departure end, which is useof for nothing else but waiting. So, use 
it so that you do not have to use it in our long lines in our airports. 

Senator Rockefeller. Realistically, in effect, if we did that, if 
we put that into effect, what kind of time would we save for peo- 
ple? 

Mr. MENDELOWrrz. People would get off the planes in this coun- 
try aild proceed to their destinations as if they had started out 
from a domestic point of origin. 

Mr. Elder. That is right. 

Mr. MENDELOwrrz. Flying from London to New York 

Senator Rockefeller. Why do we not do it? Why are we not 
doing it? 

Mr. Mendelowitz. Well, I remember we queried the agencies as 
to why they did not expand this preinspection system, and one of 
the answers we got back was that it is expensive to post personnel 
overseas, and because of the added expense of posting personnel 
overseas, they were not enthusiastic about expanding the program. 

Mr. Norton. I think the revenue is there, especially wim the 
user fees. We are encountering more bureaucratic resistance than 
anything else. I think it is Secretary Baker that would have to be 
convinced that this is a worthwhile program and one that should 
be expanded despite the polipy that is to minimize American pres- 
ence overseas at the embassies. We think that in places like Lon- 
don that is a silly argument, and the State Department has to be 
convinced that it is a worthwhile program. 

Senator Rockefeller. He should be a soft touch, do you not 
think? 

Mr. Mendelowitz. There is also, I think, a sensitivity issue, be- 
cause what we are doing is we are exercising 

Senator Rockefeller. Which issue? 
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Mr. MENDELOwrrz. A sensitivity issue with respect to foreign 
sovereignty. What we are talldng about is asking other countries 
to allow us to post our officials to perform a U.S. Government func- 
tion in the sovereign territory of another countiy. 

Senator Rockefeller. But jrour studies did not indicate any 
problem there. Is that false sensitivity? 

Mr. MENDELOwrrz. Well, there were some countries that did not 
view that as a problem, but if I remember from the work that we 
did there were some countries that were reluctant to have U.S. 
Government officials performing official Government functions on 
their territory. 

Mr. Norton. Senator, if I could? 

Senator Rockefeller. Yes, please. 

Mr. Norton. We have already had inquiries from the Dutch Gov- 
ernment, the Grerman Government, the British Government, and 
the Belgian Government, all of which form a significant base of 
traffic — ^25 percent of the transoceanic visitors to the United States 
come out of^London. So, if we had preinspection 

Senator Rockefeller. Just do tiiat. 

Mr. Norton [continuing]. At just those locations that have ex- 
pressed interest, tJien we would certainly carve a significant chunk 
out of our problem. 

Mr. MENDELOwrrz. Sure. I agree. 

Senator Rockefeller. What are the consequences, let us say, 
when are we get to be 70 or 90 million visitors? By what year? 

Mr. Norton. Before the end of the decade. 

Senator Rockefeller. Before the end of the decade we will be 
at 90 million, you predict? 

Mr. Norton. Yes. We feel the traffic will double by then. 

Senator Rockefeller. So, the budget crisis is not wandering 
away, so we have to act, nght? I mean, it will be twice as awful — 
2 hours will become 3V2. That is twice 2 hours; is it not? [Laugh- 
ter.] 

It is amazing, Allan; it is just amazine about America. We are 
meant to be such practical people, and adaptable, and we get into 
something which is so much in our self-interest, we deliver our- 
selves of the full $14 million to promote our country. I was just 
thinking that West Virginia spends exactly $1 million less on mar- 
keting uian does the United States of America. 

Mr. MENDELOwrrz. If you remember my testimony earlier in the 

rear on export promotion, I talked about these funding anomalies, 
talked, for example, about the Targeted Export Assistance Pro- 
gram over at the Agriculture Department. Agriculture gave 
Sunkist $9 or $10 million in 1 year to sell Sunkist overseas, so that 
is more tlian two-thirds of what USTTA gets to sell the whole coun- 
try. 

Senator Rockefeller. But what is the mindset? Whose button 
has to be pushed? Is it the Secretaries? What has to happen? Just 
tell me what has to happen. 

Mr. Mendelowitz. I think there are two separate issues. One is 
the issue of what is the appropriate level of Government assistance 
with respect to tourism promotion and how should it be funded and 
at what level it should be ftinded. 
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The second issue is the issue of, given the whole series of Gov- 
ernment activities that we are doine, for example, facilitation and 
inspection at airports, what can we ao to improve that, shorten the 
time. 

I think that the second issue is sort of an easier one to deal with 
because it is an organizational and bureaucratic issue. We have a 
number of different agencies all functioning together at the airport. 
INS is an agency of the Justice Department. Customs is an agency 
of the Treasury Department. APHIS is an agen^ of the Apicul- 
ture Department. Public Health is an agency of^the Health and 
Human Services Department. 

Whenever you have multiple agencies all rubbing shoulders to- 
gether in close proximity, doing different things, it is very hard to 
come up with a simple, easy, pragmatic solution because each 
agency is primarily driven by the laws that it is required to satisfy. 

One of the explanations we were eiven, for example, why citizen 
bvpass was eliminated had to do wiui the adoption of selectivity by 
tne Customs Service. Customs formerljr inspected evervone. During 
the period when Customs was inspecting everyone, INS said that 
they could go with citizen bypass because the Customs inspectors 
could also look at the passports and ensure that these were valid 
passports. 

When Customs went to selectivity, INS concluded it had an en- 
forcement problem, because that meant no one was going to look 
at the passports. So, it suspended citizen bypass and went back to 
a procedure in which an INS inspector looked at each individual 
passport. 

Well, you have nobody in charge, because you have multiple 
agencies, multiple laws, and everybody trying to do what they are 
supposed to do under the law. As long as you have that situation 
and you have no one in charge, you have problems— even with the 
best efforts at cooperation, and there have been a lot. You know, 
we have this Interagencv Border Inspection System, this single 
query system, and there has been a lot of progress with the agen- 
cies working together to eliminate overlap and to eliminate unnec- 
essary delay. But there is still a long way to go. So, that is one 
issue. 

Senator Rockefeller. Can I just set with Rick on that one? 
Now, you are aviation director, right? I mean, you are in charge of 
that at Dade County. 

Mr. Elder. Yes, sir. 

Senator Rockefeller. I mean, you go in and you raise hell with 
these four Federal agencies, which I assume you do — effectively. 
What happens? Nothing happens? 

Mr. Elder. No, sir, that is not the case. Actually, to follow up 
what Allan was saying, we have been working witli uie other agen- 
cies now for several years, and we have gotten good cooperation 
from these other agencies. 

Senator Rockefeller. Between them? Each of them? 

Mr. Elder. Yes, sir. 

Senator Rockefeller. And you had to force that? 

Mr. Elder. Well, I do not know that we have had to force it I 
think it is just all they have realized that everybody has got to get 
on board and work as team, because we are all losing this ImJI 
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game. For example, with Customs, we have Customs now coming 
to us with suggestions for facilitation to move things around to 
make it better, as opposed to us gping to them and saying, '^e 
have backups, guys, what are we gomg to do about it?" 

The one group that we cannot seem to get on board with us as 
a team player is INS. They refer back to, well, we have this law 
we have to follow, and if you want us to change, you have to 
change the law, particularly in the area of 100-percent query of all 
passengers. 

I think the law has been misinterpreted. The 100-percent exami- 
nation does not mean that you have to spend 2, 3. 4 minutes with 
each one of these people. It just means that you nave to confirm, 
at some level, that they are acceptable to the United Stetes, and 
we have the mentelity of knowing that there is one-tenth of 1 per- 
cent undesirables out there. So, in order to catoh that one-tentn of 
1 percent, we are going to check everybody. 

Senator Rockefeller. Allan^ I interrupted you, and I want to let 
you continue. Then we are gomg to have to stop. How much can 
we do here in Congress to correct this? How much is it us, as op- 
posed to getting Secretory Baker^s attention or whatever? 

Mr. M^n)ELOWrrz. I think it is a lot of little things. For example, 
this discussion about the value and contribution that preinspection 
at overseas airporto can contribute is really important. That is not 
something that requires a legal change. It reauires a policy change 
on the part of the Stete Department and tne agencies mvolved. 
They have to be willing to change their attitude toward posting 
Americans overseas. It is a small thing. It does not require a 
change in law, but it would make a big contribution. 

Senator Rockefeller. Do you know, has anybody ever gone to 
Secretary Baker or his predecessors with this problem? 

Mr. Norton. Well, the key is a study that is about to be released 
on how well London ran. That is supposed to predicate a decision 
by the Government to go ahead with preinspection at several other 
locations. So, as soon as that report is released, it would signal our 
efforts to see to it that they move forward quickly. 

Senator Rockefeller. And **they^ being? 

Mr. Norton. The Government. The Department of Stete. 

Senator Rockefeller. The Stete Department, yes. 

Any final frustration? [Laughter.] 

I mean, this really is absurd, is it not? It really is absurd. Some- 
body wante to hand you a pot of gold, and you just cut a hole in 
the oasket. 

Mr. Conner. Well, it seems to me that the buzzword of the 
1990's and the activity of the 1990's throughout corporate America, 
for what it is worth, largely rests with an emphasis on totel cus- 
tomer satisfaction. There are many companies that over a period 
of time have become very good by virtue of their standard operat- 
ing procedures and their SOFs and their rituals that they live by. 
And indeed, they are finding that they basically allowed us to nk- 
cilitete our company's interworkings a lot better than they allowed 
us to take care of the customer. 

And I have obviously from sitting here and really not knowing 
the subject as well as uiese three gentlemen, of facilitetion into our 
country, these people are customers, and perhaps by virtue of the 
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numbers and dollars spent here, our best customers of this Nation 
as a product as a whole. 

So, I think the process starts with a lot of training, orientation, 
and sensitizing of our own agencies and peoi)le to understand tiiat, 
let us start all over, revamp the process, with the initial thoui^t 
being, how do we totally satisfy tliese customers. 

Senator Rockefeller. And, of course, we have not even gotten 
to the other side of the Customs, the Immie^ration line, have we, 
where they are met by folks who take their bags or whatever. We 
have only gotten halfway through the airport in this discussion- 
taxi drivers and the rest. 

Mr. Norton. To Customs' credit, that end of the process is work- 
ing very well, that selectivity that they are employing. We would 
agree. 

Senator Rockefeller. Well, let me thank all of you. This, for 
me, has been very, very helpful. It has crystallized a lot of frustra- 
tion. That little box was very helpful to me. [Laughter.] 

I now am going to go around thinkine 55 percent of the world's 
problems can be solved by a little box that Mr. Norton brought in 
with him. 

Allan, I guess you must be getting a little bit cvnical testifying 
vear after year about all of these proolems and nothing happening, 
but mavbe there is hope. It is a truly ludicrous situation. 

On tnose stirring words, I will end the hearing, and thank yoa 
all very much. 

[Whereupon, at 6 p.m., the hearing was adjourned.] 
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July 10, 1991, Press Relbasb of Senator Rockefeller 

Washington— &n. Jay Rockefeller, D-W.Va., today continued his advocacy of a 
revamped national tourism policy focusing on tourism as an export; as he chaired 
a heanng in the Subcommittee on Foreign Commerce and Tourism. 

The senator called the hearing to obtain new industiy recommendations on his 
'National Tourism Policy and Export Promotion Act," which he reintroduced in 
April. The legislation was last year approved by the Senate; according to Rockefel- 
ler, today's testimony is aimed at perfecting the bill and adcuressing concerns raised 
by some members of the House of Representatives. 

If we are going to ensure the vitality of the travel and tourism industry, then 
both the pubuc and private sectors must Join together to vigorouslv promote the 
United States." Rockefeller said. "And it is crudalthat we support the UJS. Travel 
and Tourism Ajgency by providing it wi th a three-year autherization. However, I rec- 
ognize that reforms are necessaiy if USTTA is going to be ready to meet the dial- 
lenges ahead of us." 

Tne senator said he is particularly interested in exploring proposals relating to 
issues sudi as visitor facihtation and baniers that keep UJS. companies from oper- 
ating abroad. These two areas are vital components of our national tourism policy. 

In the facilitation area, first impressions are indeed eveiything. It is imperative 
that the first impression a foreign visitor has of our countiy is a pleasant, effective 
trip throu£^ Customs and Immigration, without inordinate delays in clearing Immi- 
gration or receiving luggage." Rockefeller last year requested a report from tne Gen- 
eral Accounting Office on passenger facilitation and held a heanng on the subject. 

John BrowiLoommissioner of West Virginia's Division of Tourism and Parks, tes- 
tified about USTTA programs at the heanng. "Efforts to develop the tourism indus- 
tiy in West Virmnia began in the late '70s under (then-Governor) Rockefeller," 
Brown noted, and went on to say that in 1990, travel and tourism ranked as the 
second largest employer in the state. To assure continued growth of West Virginia's 
econonnr, we must assure the continued growth of travel and tourism throuf^ [pro- 
motion]. 

He listed several of the state's promotional efforts, and reported an increase of 
as much as 200 percent in inquiries to the state's toll-free tourism hotline following 
advertising in 11 metropolitan maricets, including six states and Washington, D.C. 

However, he said. West Virginia is ranked 34th in funding of s tate tourism 
projects. "States * * * (such as ours) must have the support of IJSTTA to compete 
in the international tourism arena. 

The proposed maiketing strategy for USTTA touts ♦ ♦ ♦ partnerships [amend 
the federal government, the private sector, and the states and cities of our nation. 
Brown continued, '^e in West Virginia are keenly aware of the value of such pait- 
nerships. Without [them], our tourism industry could not have reached the level 
that it has today. Furthermore, without such partnerships, we cannot expand and 
grow into the lucrative international maricets." 

Questions Asked by Senator Rockefeller and Answers Thereto by Mr. 

Keller 

Question 1. What are your top priorities as Under Secretaiy? 

Answer. In no particular order of importance, I want, first, to raise the level of 
awareness througnout the government and throughout the American business com- 
munity of the contribution of the travel and tounsm industry to economic prosperi- 
ty, full employment and the international balance of payments of the United States. 

Second, 1 want to ensure that USTTA does all that is possible to foster unity with- 
in the industry so that it can work together to meet the significant challenges and 
opportunities of the 1990's and beyond. 

(87) 
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Third, I want to see our National Tourism Policy as set forth in the International 
Travel Act updated. Much has changed in the ten years since the Act was last 
amended, ana America's tourism policy oudit to reflect these changes. I intend to 
work dosely with Congress to accomplish tms. 

Fourth, as Chairman, pro tem, ofthe Tourism Policy Council, I want to improve 
that group so that it functions less as an information sharing group, and more as 
a policy making, problem solving, and coor cgna ting group. 

Fifth, while most of the services that USTTA performs for American tourism are 
of the hi^est quality, I want to raise all of them to that level. 

Sixth. I want to let all of our customers know that we are in the business of inter- 
national tourism development not just international tourism marketing. I want to 
let all of them know of the number and qualify of services that we provide: for ex- 
ample, working with the States and regions to efTectivety promote themselves to se- 
lected markets overseas, as well as working with industry to preserve environmen- 
tally sensitive tourist attractions. 

Seventh, I want to ensure that international tourists are not unnecessarily de- 
layed when entering the United States. The Tourism Policy Council, in my opinion, 
can take a great part in improving visitor facilitation. 

Question 2. Would you please give us a roufi^ breakdown of USTTA's Budget? 
How much is allocated for Washington, D.C.? How much is allocated for field ofHces? 

Rtcal Yaar 1991 Budget 

[Dollara in thousands] 



Fiold Offices 

State Department and Foieion Service Support 

Washinoion. DC (includes program funds for (esearch. muftlinQual. and markelinQ) . 
Disaster Relief Grants „ 



$8,106 
1.284 
5.205 
5.000 



Total 



19.59 



Question 3, How many field offices does USTTA have? Where are they, and what 
are their stafimg levels? 

Answer. USTTA has ten field offices covering the ten foreign markets which ac- 
count for 86 percent of all visitors who come to the United States every year. Nine 
of these offices are located in foreisn countries and-one is located in Miami, Florida. 
The Miami office serves five South American countries. USTTA plans to open an 
office in South Korea in 1992. Additional important markets in a number or Europe- 
an, Asian and Latin American countries are coveredby other Commerce Depart- 
ment agencies, as well as the private sector, under USTTA leader^p. Our ten cur- 
rent offices, their staffing levels, and budgets are as follows: 

USHAOffleM 

IDollarB in tfiousand^ 



Toronto. Montreal and Vancouver, Canada . 

lyiexico City. Mexico 

London. United Kingdom 

Paris. France 

Frankfurt, Germany 

Tokyo, Japan 

Sydney. Australia 

Milan. Italy 

Amsterdam. Netherlands 

Miami. Ftorida 

Total 




Question 4. What do the field offices do? 

Answer. Following are descriptions of the programs and services performed by 
the ten field offices. 

Market Analysis and Planning. USTTA provides maiket expertise and access for 
U.S. destinations and suppliers to enter foreign markets. Field office staff provide 
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up-to-date information on market conditions, marketing trends and cooperative mar- 
keting opportunities to U.S. travel industry constituents. The offices also produce 
maiketing publications listing the travel industiy and develop marketing plans for 
travel incnistiy organizations and their consumers. 

Cooperative Advertising, USTTA organizes and participates in advertising aimed 
at the international travel trade and the potential traveler. These cooperative 
c onsum er and trade advertising campaign activities are carried out in each of 
USTTA's principal markets. These projects vaiy from market to market and can 
consist of an advertorial, an advertismg section or an insert in a magazine or news- 
paper. Television and radio can also be included in the media. Each field office is 
responsible for the developm ent w ith media publishers or producers of the advertis- 
ing program in its market. USTTA assists in solicitation of^advertisers which consist 
of afl travel sectors. 

Tour Development USTTA tour development assistance provides a structured^s- 
tem for getting UJS. tourism 'products' to consumers in international maikets. l&s 
involves developing new tour itine raries (packages) and securing their inclusion in 
miyor tour wholesalers catalogs. USTTA provides participating destinations or re- 
gions wiUi maiket intelligence and implementing supportmaison services with tour 
wholesalers. This activity offers a mechanism for coherent development and market- 
ing of new UJS. tour packages, within an established budget and implementaUon 
schedule. One of its primuy objectives is to generate cooperative sharing of the fi- 
nancial resources of the VS, private and pubfic sector sellers with the international 
travel trade buyers. The result of this cooperative proffram is the expanded range 
of tours available to the international travelers to tne United States, as well as in- 
creased maiketing penetration for industiy participants. 

Travel Missions. Travel industry sales missions abroad represent one of the main 
promotional activities used by U.S. regions, states, and cities to introduce their des- 
tinations, attractions, and private sector travel services to international tour opera- 
tors, wholesalers, and principal USA retail travel agents. USTTA provides to the 
mission organizer, current marketing intelligence, up-to-date travel mailing lists, 
media contact lists, and recommended public relations services. A mission may in- 
clude trade shows and/or destination seminars. 

Consumer /Trade Information Services, The field offices respond to inquiries from 
individual consumers and the trade via telephone, mail and personal contact. A li- 
braiy of information materials on U.S. destinations is maintained at eadi regional 
office along with schedules of mijor events, information on National Paiks, camp- 
grounds, sports events and theaters. Each field office also distributes USTTA pro- 
duced brochures covering the entire UJS. 

Trcuie Seminars, These seminars instruct the international travel trade about fa- 
cilities, accommodations, attractions and transportation services within the U.S. De- 
signed to increase the retai l an d wholesale trade's knowledge of and ability to sell 
the U.S. tourism product, USTTA training sessions aro held both in the maiketplaoe 
or on-site in the U. S. 

Trade Shows, USTTA participates in and organizes local travel trade shows as 
maiketing events throum whioi UJ3. suppUers can present their products to the 
international travel trade. Eadi field ofiice reviews and advises on the viability of 
particular trade shows and coordinates space aoouisition and aUocation and dissemi- 
nation of materials with the local industry. Some shows include ITB in Berlin, 
World Travel Maiket (WTM) in LondoiL TIA/USTTA Discover America Internation- 
al row WOW held in the U.S. and TOW WOW-Europe. 

Travel Agent /Tour Operator Edu cational Tours, In cooperation with UJS. destina- 
tions and travel companies, USTTA arranges and solicits trade participants (travel 
agents, tour operators) for product familiarization tours in the u J3. These tours ac- 
quaint planning and purchasing managers of tour companies with U.S. travel prod- 
ucts. 

Media Services, The USTTA media program is designed to generate media cover- 
age to stimulate interest in and knowled ge o f the U.S. as a destination. Journalist 
familiarization tours aro arranijed by USTTA in cooperation with U.S. destination 
and travel service companies. Tiiese tours senerate editorial media coverage in the 
maiketplace and consumer demand for XJJa, destinations and travelproducts. Spe- 
cial promotions are high visibility marketing eve nts to increase U.S. destinations' 
exposure and introduce new destinations. USTTA provides basic public relations 
support to incoming travel missions and other industry cooperative programs. Public 
relations services for individual private sector programs aro arranged by USTTA but 
paid for by the program organizer. Other media services include film/video/photo/ 
slide Ubraries which aro mamtained by USTTA field offices for use by members of 
the media and travel trade for publications, tour itineraries, catalogs, etc. States 
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and cities are encouraged to provide USTTA with photos, slides, and other visual 
aids on their destinations. 

Questions 5. Where does the USTTA's budget rank in comparison with the tour- 
ism budgets of other countries? 

Answer. According to the World Toiirism Orffanization survey for 1988, the latest 
year for which figures are available, the Uniteof States ranked 28th in total national 
government spending among reporting countries. With the exception of Yugoslavia, 
these were all free world countries. Several countries believed to spend more than 
the United States, such as Mexico. France, Germany, Denmark, Sweden and Israel 
did" not respond to the survey ana are unranked. I would note, however, that from 
this number alone one can not determine a oountiys total tourism development and 
promotional expenditures nor even its foreign promotional expenditures. Unlike 
most foreign countries, our states expend vast sums on tourism promotion dwarfing 
USTTA's budget. Furttier, the American travel and tourism industry significantly 
outspends the states on foreign promotion. Finally, unlike most other countries, we 
use our limited Federal resources as a catalyst for additional state and private sec- 
tor spending. 

Question S. Wh at is the status of the disaster relief grant program? 

Answer. USTTA published a notice of the availability of funds in the Federal Reg- 
ister on May 13. The notice announced the opening of the quarterly application peri- 
od, which ended June 30, 1991. 

Eleven applications have been received; they are currently undeigoinff review to 
assure that all elements of the aipplication required for competitive evaluation are 
included. Upon completion of review, if an application is found to lack necessary 
data, the applicant will be notified and will have 10 woiking days to submit the re- 
quired information. 

At the conclusion of the 10-day window for submission of additional information, 
applications will be assembled and submitted to a panel of four independent judges 
for competitive review. Ai)plication8 reoeivinff a composite score in excess of 80 wUl 
be awarded. Final determinations and awards will be made by September 30, 1991. 

Simultaneously, the second quarterly window for applications will dose Septem- 
ber 30, 1991 

Question 7. Has the National Transportation Facilitation Committee published 
guidelines on airport services? 

The National Transportation Facilitation Committee is actively developing airport 
services guidelines which will be published by the Department of Transportation. 

Question 8, Last year, at this Committee's hearing on visitor facilitation, the GAO 
recommended that USTTA develop a model for an international arrival facility. Has 
USTTA done that? If notjvill it do that? 

Answer. Based on USTTA's recommendations, the National Transportation Facili- 
tation Committee and the Department of Transportation will develop a model for 
an international arrival facility. This model is expected to be completed in July 1992 
by the Department of Transportation with input from USTTA and other committee 
members. 

Question 9. At how many airports do you operate the Gateway Receptionist Pro- 
gram? What would be the cost of expandmg that program to all airports with inter- 
national arrivals? 

Answer. We currently operate the Gateway Receptionist Program at twelve air- 
ports located at Atlanta, Baltimore/Washington, Bangoi^ Boston-Logan, Honolulu. 
Los Angeles, Miami, New Orleans, New York-Kennedy, Philadelphia, san Juan, ana 
Seattle-Tacoma. 

In order to expand this program to a total of 24 principal gateways and elevate 
the service to an effective level at the current gateways, an additional $490,000 
would be required. 

Question 10, What are your reactions to the ideas put forth by the USA Market- 
ing Council? 

Answer. We are reviewing and considering them. 

Question 11, Are you aware of the visa problem in Sao Paulo? Is there anything 
UOTTA can do to prevent occurrences in other consulates around the world? 

Answer. The Brazilian Travel Agents Association (ABAV) complained last nk>nth 
that the U.S. consulate in Sao Paulo, due to a shortage of personnel, had been 
forced to sharply reduce the number or visa applications processed on a daily basis. 
ABAV was especially concerned inasmuch as brazil's peak travel period is June 25 
to August 6. There are 3,400 seats, daily, northbound to the United States, with 60 
percent of the passengers originating in Sao Paulo; however, only 500 visas a day 
were being processed by the consulate. 

The visa issuance problem in Sao Paulo was resolved soon after the State depart- 
ment met with U.S. and Brazilian travel representatives. However, prevention of 
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visa issuance problems depends on whether the State Department has adequate 
staffing at the consulate in order to manage the increasing work loads at foreign 
em^ssies. 

U8TTA has included in the upcoming Tourism Polipy Ck)uncirs agenda the topic 
of visa issuance problems. 

QueaUon 12, Bow is the tourism industry doing in 1991? Do you have any figures 
for the first quarter or first half of this year? 

Answer. The best source of data for the number of visitors arriving the United 
States eadi quarter is the Inunigration and Naturalization Service (INS) 1-94 sur- 
vey of international arrivals. Unfortunately, the INS recently changed the contrac- 
tor who processes the 1-94 forms and this has given rise to some programming prob- 
lems which has made 1991 data from INS unavailable. The problems are close to 
being solved. 

The second best source of data is the INS 1-92 survey of cabin crews. The cabin 
crews are asked to estimate the number of passengers on their planes and the num- 
ber of U.S. citizens and non citizens. Obviously, this data is not as accurate as 1- 
94 data. Further, it consists onlv of air arrivals from overseas countries and Mexico. 
Thus, all Canadian traffic and Mexican land traffic are excluded. For the first quar- 
ter of 1991, it is as follows: 



Mont) 



1991 



ChsMtAi 
1990 



January , 

February 
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January-March . 



1.180.280 

876.173 

1.229.794 



4-1 M 
-16.5% 



3.288.247 



-4^% 



I believe a large portion of the fallofif for the month of February this year as com- 
pared to Februaiv of last year can be attributed to the Persian Gulf conflict. 

QueaUon 13, What impact does USTTA have on federal and international travel 
ana tourismpolicy? 

Answer. The Under Secretaiy of USTTA is the Vice Chairman, and Chairman pro 
tempore of the Tourism Poli(^ Council (TPC), an interagenpy council established by 
the National Tourism Policy Act of 1981. The purpose ofthe Council is to coordinate 
programs, policies, and issues related to tourism m order to assure that the national 
interest in tourism is fully considered in Federal decision-making. As the Chair of 
this Council, USTTA helps to bring issues to the attention of~-the Council meetings 
and to help resolve the problems mvolved. For example, USTTA has supported the 
extension and eimansion of the visa waiver program which is administered by the 
Departments of State and Justice. The Council has several committees that work 
to nirther the Federal travel and tourism policy. These currently include committees 
on Trade Barriere, Facilitation, and Rural TourisnL Other membera of the Council 
include Cabinet or subcabinet representatives from 0MB, as well as the Depart- 
ments of Energy, State, Interior. Labor, Transportation, and Agriculture. 

USTTA, throu^ the TPC ana other policy activities, advises and helps State and 
Transportation in negotiating liberalized ci^ aviation agreements bv promoting and 
focusing the benefits that the United States and other countries will aerive thraudi 
expanded international visitation aided by improved air transportation. We also 
work with the U.S. Trade Representative (USTR) and the State Department in see- 
ing that tourism services benefit from trade agreements, such as tne GATT service 
negotiations, the North American Free Trade Agreement, the Canadian Free Trade 
Agreement, and the various recent trade agreements with the Soviet Union and 
East European countries. 

Furthermore^ USTTA represents the United States at various international and 
regional organizations that deal with tourism. For example, USTTA has served on 
the World Tourism Organization's Executive Committee for the past two years. We 
attend regular meetings and participate in panels and woiking groups. USTTA also 
serves on the Organization of American StateflMntenunerican Congress on Tourism. 
Depending on budget and staff availability, USTTA participates in the Organization 
for Economic and Cooperation and Development's Tourism Committee. USTTA is 
working on the bilateral and multilateral bases to improve the quality and availabil- 
ity of statistics and data on travel and tourism. 

Also, we negotiate bilateral tourism agreements and Memoranda of Underatand- 
ing (MOO) wim the official tourism organizations of other countries in order to fa- 
cifitate enhanced levels of travel and tourism. A recent example of this work is an 
MOU we have just signed with the Government of Greece. 
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Question 14, Do you see new, emerging maikets around the world for US, tour- 
ism exports/ 

Answer. Yes, I believe that there are several new emeiging markets. For exam- 
ple, Korea, the Scandinavian bloc countries, and Brazil, Ajgentina, and Venezuela 
are maikets which show increased potential for UJS. toiirism exports. USTTA vrill 
be closelv monitoring the newly open markets in Eastern Europe, including the 
USSR, which could develop into mcgor growth maikets over the next few years. 

Question 16, What kinds of barriers exist to UJS. tourism exports? Is anything 
being done to eliminate these barriers? 

Answer. The primaiy barriers the United States faces from other countries to 
tourism exports are restrictions placed on the travelers. These often take the foim 
of travel allowance restrictions (TARs), excessive departure fees, advance deposit re- 
quirements, exit visa requirements! and excessive fees for passports and other nec- 
esscuy documentation. These restrictions often result from economic difficulties in 
other countries and so vary in duration. Examples include France prohibiting the 
use of credit cards abroad and Korea prohibiting foroisn travel by persons under 56 
years of ag|e. The most common restrictions aro travel allowance restrictions whidb 
impose limits on spending abroad for travel and tourism. The restriction level nu|^t 
va^ with the purpose of the trip or the profession of the traveler. 

Other barriers which exist include restrictions on doing business abroad. U.S. tour 
operators in some countries have found it difficult to estaJ>li8h operations, hire the 
employees they need, o r ren t appropriate office space. Repatriation of profits has 
also been a problem. USTTA is working with UOTR and other Executive Brandi 
agencies to eliminate or reduce these bairriere where possible. Spedfically, we have 
participated in the GATT services negotiations to help develop rules for services, es- 
pecially tourism services, which would eliminate or reduce TARs and excessive 
charges. USTTA has also nei^tiated side lettera to various trade agreements to 
make it clear that liberalization of trade relations between the United States and 
our trading partnera includes benefits for tourism services. 

Question i6. What can be done to elevate travel and tourism as a priority item 
and emphasize its importance to U.S. export earnings within the Federal Govern- 
ment? 

Answer. I believe that as a Nation we need to create the best environment for 
the economic growth of all our industries. The travel and tourism industry^ as many 
of our other industry, is important to our economy and has the potential for signin- 
cant growth. 

I believe that the importance of the travel and tourism industry and particulariy, 
of increased international visitation to the United States, is recognized at the blu- 
est levels of our government For example, the President in April issued a proclama- 
tion proclaiminfl May 6 through May 11. 1991 as National Tourism WeeK. la that 
proclamation, the msident emphasized that the travel and tourism industry is 
America's second largest private employer, that almost $350 billion was spent annu- 
ally by all travelera and tourists in the United States, thus accounting for about 6.6 
percent of our gross national product, and, peihaps most significantVf that travel 
and tourism inoustiy was America's laigest export earner. 

However, this does not mean that UOTTA does not have more to do to ensure that 
these facts are well known throu^iout all agencies and levels of the Federal Govern- 
ment. 

One avenue for getting the message across and getting action taken is throu^ 
the Tourism Poli^ Council. As I stated in response to an earlier question, one of 
my top priorities is to improve that group so that it functions less as an information 
sharing group and more as a policy making and coordinating group. 

Prepared Statement of Alexander W. Harris, on Behalf of the United 
States Tour Operators Association 

The United States Tour Operatora Association supports the general thrust of S- 
680 to improve the maiketing of the United States as a tourism destination and to 
improve tne formation and coordination of an Open Borden national travel and 
tourism policy based on free travel flows and free and fair trade in travel services. 

The body or this testimony touches on the central importance of computer reserva- 
tions systems for marketing the U.S. as a destination and the need in S-680 to spe- 
cifically authorize the national tourist office to organize a national electronic mar- 
keting stratesy on a par with Uiose now coming out of Europe. 

The United States is losing the information tedinology race in yet another vital 
American industry because of political reluctance to adapt government institutions 
to integrate computerized telecommunications networks on a national scale for the 
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entire travel and tourism industiy. Conmss in the past has viewed policy for oom- 
imter reservations systems (CRS) from the limited perspective of fostering competi- 
tion among airlines. It is noteworthy that an admmistration that is generally un- 
friendly to regulation has found it neoessaxy to strengthen CRS rules to break the 
extraordinaiy grip on the market for airlines services that four airline-owned CRS 
companies have acquired. 

^line-owned computer reservations systems have evolved from their 1) original 
role as the internal mformation platforms of individual airlines, to 2) an intermedi- 
ate role as information infrastructure for the entire airline indust^, to 3) their cur- 
rent role as infrastructure for the travel and tourism industry. However, the CRS 
regulations proposed by the Department of Transportation have been written as if 
evolution stopped at stage two. They ignore the central maiketing reality of the 
travel and tourism industry that the ainine-owned CRS used by 96 percent of U.S. 
travel agents are not only employed to book and distribute airime tickets: they are 
used for compiling, ordering and distributing complete travel itineraries which are 
comprised of lanaas well as aviation services. Tnmsportation officials say that air- 
line CRS control over the marketing of hotel, car rental, attraction and other non- 
airiine travel and tourism services are not their responsibility. Whose are they? 

This committee is clearly the legislative mandate for a national travel and tour- 
ism policy that emphasizes the international marketing of the U.S. destination to 
international travelers. Airiine and other travel industiy CRS are already centrally 
important for the international competitiveness of tour operators, other travel com- 
panies, and the U.S. as a tourism destination. 

In other words, policy for CRS that was onoe clearly the province of aviation poli- 
cy makers is now clearly the province of travel and tourism policy makers like the 
(%airman of the Senate Foreign Commerce and Tourism Committee and the Under 
Secretaiy of Commerce for Travel and Tourism. CRS are undeniably the principal 
engine of productivity and international competitiveness for the entire travel and 
tourism industry, and UJS. airline CRS are so clearly biased against rural areas, 
land services, and smaU companies, that it has become imperative for your commit- 
tee to become actively involved. 

Eiiropean legislatures for a decade have understood and acted to harness informa- 
tion technology for their destinations and not only for their airline companies. The 
European Community has passed a CRS code that ib friendlier to land services than 
ours. America's principal travel and tourism competitors already have supported the 
active involvement of national tourist offices in CRS policy making. Eadi migor Eu- 
ropean country originating travel to the USA is creating an electronic supenmuket 
for aU the services of its land service companies as well as its airlines to better com^ 
pete with the USA. Europe is creating a better electronic itinerary assembly line 
than we have in America. It is already easier to shop for a trip to me Netherlands 
than to West Virginia in American CRS. 

The United States Tour Operators Association requests that Congress acknowl- 
edge this sea change in the technok)gical base for improving the productivity not 
on^ of airlines but of all travel and tourism companies and of entire destinations. 
We suggest you initiate the followmg steps: 

1) AGAO study of how airline CkS impact on travel and tourism industiy domes- 
tic and international markets. 

2) Committee hearings on how airline and land services CRS interact and impact 
on land services. 

3) Committee hearings on the impact of Europe's national tourist oflice territorial 
land service CRS on the U.S. destmation and on U.S. travel companies operating 
abroad. 

4) Authorization in S-680 for the United States Travel and Tourism Administra- 
tion to develop an electronic marketing strategy for the United States destination. 



Letfer From Stanley W. Hong, President, Hawau Visitors Bureau, to 
Senator Rockefeller 

July 10, 1991. 
The Honorable John D. Rockefeller IV 
U.S. SenaU, 
Washington, DC 20510-A802 

Dear Senator Rockefeller: Thank you for the opportunity to provide written 
testimony to you and the Senate Subcommittee on Foreign Commerce and Tourism 



regarding airport passenger facilitation. 
As the President of the Ha 



I Hawaii Visitors Bureau, I serve as a member of Governor 

John Waihee's Airport Facilitation Committee, the United States Travel and Tour- 
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ism (USTTA) Advisoiy Board, the Travel and Tourism and Industry Advisoiy Coun- 
cil (TTIAC) of the UJS. Senate Commerce Committee and serve as chairman of its 
subcommittee on visitor facilitation. 

The Hawaii Visitors Bureau is the State of Hawaii's marketing agencv for the pro- 
motion of tourism, and in 1990 our state welcomed nearly 7 milfion individuals mm 
around the world. Of that number, approximately 36 percent were international 
guests. Tourism is the State of Hawairs number one industry, bringing into the 
state's economy billions of dollars and accounting for thousands of Jobs. 

Because of the growing number of international visitors arriving at the Honolulu 
International Airport and the importance of tourism to our state, the Hawaii Visi- 
tors Bureau is acutely aware and vitally concerned about the many problems facing 
those returning to or entering the U.d. throu£^ Hawaii. As you can imagine, we 
have received numerous complaints, sunestions, and requests from individuals 
seeking our assistance in resolving the dimculties at our port of entry. 

Therefore we propose the following: 

(A) The reinstitution and expansion of Citizen By-pass which would enable our 
current inspectors to concentrate on welcoming ad processing the international visi- 
tor, 

(B) While the Immigration Service's newly introduced Accelerated Citizen Exami- 
nation program mav help decrease processing times, we believe that the Citizen By- 
Pass program should be reinstituted as a more efficient process. When this program 
was in eflect, returning citizens and their families were distinguished frt)m the gen- 
eral body of international travelers, thereby expediting their processing and freeing 
inspectors to focus on non-U JS. citizen international arrivals; 

(C) The VISA Waiver program should be made permanent, and the VISA Waiver 
forms streamlined; 

(D) A pre-dearance program in Japan. Hawaii welcomed 1.4M Japanese visitors 
Last year, and a pre-clearance program would greatly reduce the congestion for 
these visitors at Honolulu International Airport; 

(E) The Advance Passenger Information System should be expanded which would 
advance the use of the automated data processing and reduce processing time for 
international visitors; 

(F) The Congressional mandate that arriving international passengers be proc- 
essed in 45 minutes can only be met if automation services increase and if chides 
in the immigration inspection procedures are made a needed. For example, the INS 
should be more flexible in the 100 percent screening requirement. Those tourists 
identified as '^ow risk" could be passed throufi^ based on an examination of only 
the head of household for a family traveling together or on a random basis; 

(G) Most important, all INS and Customs Inspectors should be briefed and 
trained to extend a warm welcome to all U.S. citizens and international visitors, and 
it is vital that they be multi-lineal. It is vital that the inspectors have a positive 
attitude toward their responsibilities and the people th^ process. 

Hawaii is the Aloha state. The people of our great state are proud of the "Aloha 
spirit" which exemplifies a warm welcome, appreciation for otners, and congenial 
hospitality. Hawaii is known for this spirit. However, when visitors and returning 
residents are faced with processing periods as bng as 2 hours, they feel anything 
but welcome. It is distressing for us to hear frt)m American citizens and visitors that 
they would rather bypass Hawaii and enter the U.S. throu£^ another port of entiv. 
The dunage to our state's number one industiy has been significant. We urgently 
propose that a more flexible and more enlightened Federal passenger facilitation 
policy and procedure be put in place as soon as possible. 

One is drawn to the conclusion that a coordinating effort or authority must he es- 
tahliahed by the Executive Branch to bring the various federal departments tcpether 
in a common effort to address this very frustrating situation which has confronted 
us for so Ions. These departments are: 

Justice — (Immisration/INS) 

Comm6rce--(US. Travel and Tourism AdministrationAJSTTA) 

Treasury — (UJS. Customs) 

State— (VISA Program) 

Transportation — (Airport facilities and services) 

If the Hawaii Visitors Bureau can provide you with additional information or as- 
sistance in your efforts, please do not hesitate to contact us. Again, thank you for 
your consideration and attention to these issues. 
Mahalo and aloha, 

Stanley W. Hono, 

President 
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Prepared Statement of Governor John Waihbe, State of Hawau 

Mr. Chainnan, Members of the Senate Suboommittee on Foreign Commerce Tour- 
ism: On behalf of the State of Hawaii and its more than one million residents, I 
wish to express my concerns and views about our nation's tourism policy. I appreci- 
ate the opportunity to present this written testimony to the Subcommittee request 
that it be included in the record. 

As the Governor of the only island state in the United States, I am acutely aware 
of the critical importance of the aviation industry in supporting our way of life. No 
other state in the nation relies as heavily as Hawaii on the air transportation sys- 
tem. In order to conduct business and commerce, Hawaii depends upon its air serv- 
ice for the transportation of people and goods. Quality air service is essential to the 
eoonooy and development ofthe state. 

Efficient, economical air service is the single most important factor in the devebp- 
ment of tourism as a mi^or world wide industry. Tourism is recognized and ac- 
knowledged as a migor contributor to the national economy. 

In Hawaii, tourism represents the largest segment of our economy. It is the single 
larsest industry and the single largest employer in the state. 

Recognition of the value oi international aur service has resulted in strong compe- 
tition for these routes among air carriers and cities world wide. We need only con- 
sider the recent negotiations involving American Airlines, United Airlines, and ac- 
cess to London's Heathrow Airport In order to maintain the United States as tiiie 
world's predominant visitor destination, we must remain competitive in the air serv- 
ice manet. In the Pacific region, Australia, Thailand, Malaysia, and Indonesia are 
mountiiig credible diallenges to the United States as visitor destinations. To ret^ 
our poeiuon as a favored destination, eveiy effort must be expended to ensure we 
provide the full spectrum of services the traveling public demands. This service 
starts upon arrival. 

For the United States to retain its position as a favored destination, eveiy effort 
must be made to ensure that the travelling public demands and deserves is provid- 
ed. This service must start upon arrival at me visitor's first U.S. destination. First 
impressions are lasting impressions. 

mviting more visitors reauires that we welcome them properly. Waiting to be ad- 
mitted to the Immi^ation Hall for more than two and a half hours, then standing 
in the Immigration mspection line for one and a half hours, is not the way America 
should welcome her visitors. It certainly does not reflect Hawaii's Aloha spirit. 

Hm issue becomes more critical when we note that other countries in fiurope and 
Asia admit visitors without delay. The United States must do better. 

Hawaii has made a $1.1 billion commitment to eicpand and improve our travel fa- 
cilities. Honolulu's new international terminal will make Hawau the premier sate- 
way in the Pacific. That is the strength of our belief in the visitor industry ana the 
size of our commitment to be a leader amonff international airports. 

Licreasin^ international service includes the commitment to provide adequate fed- 
eral inspection services for international visitors. Bilateral negotiations that result 
in increased number of foreign visitors are unavoidably linked to the federal inspec- 
tion services. 

Ensuring that the federal agencies are adequatelv funded is the first step toward 
fulfilling our commitment to increased international tourism. On June 11, 1991, the 
House passed the State, Justice, Commerce, Judiciary and Related Agencies FY 
1992 Appropriations Act. 

The Act not only sets appropriations for the federal a^ndes, it also makes recom- 
mendations which address the concerns of the Committee. Hawaii supports these 
recommendations aimed at improving the federal inspections process. 

One of the steps taken by Con^ss in 1990, a Congressional mandate to have 
visitors clear Immigration in 45 mmutes, is an admirable first step. We now support 
a new 45-minute standard which includes all federal processing, not Just Inunigra- 
tion; and we uive Congress to provide the tools and implement the procedures to 
meet this goal. We also support recommendations whidi require Immigration to pro- 
vide quarteri^ reports on its progress toward meeting the 45-minute standard. 

The entiy inspection system must be revamped. The cost of doing business under 
the present structure is dangerously close to beinf^ out of control. The Immigration 
Service has identified a current need for 725 additional positions at our nation's air- 
ports, yet funding for only 439 is available in FY 1991. The Immigration Service 
is authorized 1,912 positions, but even that number is insufficient and does not re- 
flect the antidpated growth in international visitors. We will reach a point where 
we can no longer afford additional staff or the massive facilities that they will re- 
quire. 
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We must look closely at the requirements and procedures levied on our inspection 
agencies. In particular, we must review the regulations governing the operation of 
the Immigration Service. 

We ask Congress to seriously review the need to examine 100 percent of our arriv- 
ing visitors. The UJS. Customs Service has successfully implemented selective in- 
spection. We suggest the Immigration Service could do the same. The approach to 
revising the inspection procedures should be multi-faceted, involving both tedmobg- 
ical advances and practical procedural changes. 

Immigration's new Accelerated Citizen Examination (ACE) program is a good ex- 
ample of how inspection procedures can be changed to expedite passenger process- 
ing. We wholeheartedly support the ACE program as a step toward relieving the 
congestion in Immigration and look forward to its implementation at Honolulu 
International Airport. However, we recommend that the ACE program be in^>le- 
mented as standard procedure, rather than on an *as required' basis. 

The Advance passenger Inrormation ^stem provides an opportunity to reduce 
100 percent screening upon arrival in the United States. Use of this system must 
be expanded. 

In addition, there are low risk passenger categories that should not reouire per- 
cent screening. Among these are families travelhig together, where only tne of the 
household should be screened. 

Citizen-Bv-Pass provides some relief in the inspectors woridoad, aUowing more ef- 
fort to be placed on foreign arrivals. We support resumption of the Citizen-By-Pass 
program during hi^ volume periods, when the 46-minute standard is clearly being 
met. 

Initiatives such as pre-inspection where travel documents are inspected prior to 
departure rather than upon arrival at the port of entiy, have proven to be successful 
in reducing congestion at UJS. airports. We support pre-inspection as an effective 
means to relieve passenger congestion, and recommend active cooperation by foreign 

Svemments and the Justice and State Departments to secure approval to expand 
e use of pre-inspection. 

We must also look internally. We recommend a task force made up of members 
from the concerned federal agencies, such as Transportation, State, Justice, Treas- 
ury, A^culture and Public Health, be formed with the specific mission of develop- 
ing revised procedures for our ports of entiy. 

I have reported to you the commitment we have made at the state level to remain 
competitive in the international visitor maricet. We must now ask the federal gov- 
ernment to support and assist us in making these facilities serve the public effec- 
tively and efficiently. 

The problems of entry into the United States are critical and well known. Innova- 
tive action must be initiated now to resolve these issues or our visitors will choose 
new destinations. The United States cannot afford that choice. 

Thank vou again. Mr. Chairman, for the opportunity to express our concerns and 
views on behalf of the State of Hawaii 



Prepared Statebibnt of Sandra Guesbs, Travel Director, Montana Tourism 
Division, Montana Department of Commerce 

I am pleased to submit this testimony and thank you for albwing Montana the 
opportunity to express its views on this veiy important legislation, he changing of 
the world's economies, demographics, and technologies have caused a shift in the 
strengths of agriculturallv-based states such as Montana. A Midwest Reseut^ Insti- 
tute study states, '^ural areas create jobs at only 2^6 of t^e rate of metropolitan 
areas. The poverty rate is 60 percent hi^er in rural than in metropolitan areas. 
As a whole, rural America is suffering from serious economic decline. Montana, as 
well as manv other rural states, have addressed this economic situation and have 
long realized that tourism offers a real hope for the future. Montana is fortunate 
to possess a wealth of tourism potential, but realizes the enormous task of maricet- 
ing that potential. An increased awareness and a renewed focus on the importance 
of travel and tourism to the overall econon^ of the United States is needed. The 
proposed Tourism Act of 1991 is a positive indication and a much needed vehicle 
to promote the importance of travel and tourism. 

m this testimony I wish to specifically address seven key points. 

1. Assistance and Cooperation. As many rural areas have struggled to solve their 
economic woes, they have k)oked to government for help. I do not believe Uiat gov- 
ernment should be the sole provider of help. Rather, I oelieve in partnerships and 
in mutual financial participation, and hope to emphasize in my testimony the need 
for and the benefits of cooperation between the federal, state, and local entities. 
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Federal and state governments can and must combine maiketing efTorts as they 
provide rural communities with leadership both on a financial as well as an educa- 
tion level. These skills are often not available on the local level and smaller, diverri- 
fied groups cannot engage in efTective international maiketing alone. With a com- 
prehensive and coordinated effort, increased international tour and travel revenues 
will be realized. 

We often receive calls from communities or individuals who had previously relied 
on agriculture as their base for economic stability and are now realizing the poten- 
tial that tourism holds. As an exaniple, we can provide technical assistance for Uie 
rancher who desires to convert hemiis ranch into a "Bed & Breakfast" facility, but 
unless that technical assistance is combined with an aggressive and well-coordinat- 
ed promotional effort, their new facility does not stand much of a chance. The indi- 
vidual entrepreneur, local community or even state promotional profframs will all 
be better served if we combine efforts. The United States Travel ana Tourism Ad- 
ministrction is a key element in this cooperative concept. 

2. Air Transportation, Rural areas suffer from a lack of adeauate air transporta- 
tion, which in turn limits their visitation to rubber-tire trafiic. The trend in domes- 
tic travel is toward shorter vacations, as people choose to alter the longstanding 
once-a-year, two-week trip tradition. Naturally the shorter trips limit the designa- 
tions available for the automobile trips taken by residents of the larger population 
centers. 

While the short vacation trend may be a boom for some, it potentially has the 
opposite affect in rural areas such as Montana, with less time allocated for travel, 
air service becomes a critical factor. 

Indeed, air transportation should continue to be addressed at the federal level. I 
do not, however, expect congressional directive alone to solve this concern. Competi- 
tion and demand will eventually determine the air service. Tourism development 
and promotion, both domestically and internationally, will greatly impact that de- 
mana for air service. We in Montana see improved air service and increased tour 
and travel revenues as beinsr very interdependent. 

3. Funding for Tourism Development, Funding for tourism development does not 
receive the same priority as industrial development at all levels of government. 
Tourism is a very vital component of the United States economy, and it would there- 
fore seem logical to treat travel and tourism as a real economic factor with its real 
economic impact taken into consideration when planning and then implementing 
economic poUcy and strategy. The total impact of tourism-related business is tre- 
mendous. The guidelines for funding tourism development should be redefined to 
dve the tourism industry a better, more comprehensive evaluation. The Tourism 
Policy and Export Promotion Act of 1991 will acnieve this goal. 

4. National Parks, Forests, and Monuments. Our National Parks, National For- 
ests, and National Monuments are our greatest assets. Thev are the '^ooks" that 
bring visitors to and through our rural regions. These paiks, forests, and monu- 
ments must be recognized and promoted as vital to the economic stability of these 
areas. 

BJntemational Marketing, There is httle doubt that states will continue to com- 
pete among themselves for the American traveler, and that is healthy. By creating 
mterest in our country's attractions, and thus increasing domestic travel, we wifl 
continue to increase our travel export deficit. 

However, economic survival can no longer be based on one state competing with 
the state next door. On a national level, Uiat is UteraHv taking one dollar from Uie 
ri^t pocket and putting it in the left pocket. New markets must be cultivated. We 
must reach outsioe of the boundaries of our United States and bring new dollars 
into the American economy. 

Montana, as well as many other rural states, have bng realized the long-range 
benefits of creating new international maikets. With very limited budgets, new pro- 
grams which include tourism trade missions have brou^t revenues Trom markets 
•uch as Canada, Western Europe, Taiwan, Japan, and the United Kingdom. Some 
progress has been made^ut much is yet to do. 

liie states look to USTTA as a source of information related to those key interna- 
tional markets. It would be foolish to have each state undertake its own in-depUi 
research of the international markets, since the end result would be a great duphca- 
tion of efforts, lowered quality of research and less money spent on promotion. 
When the states are less efFectiv e. th e United States suffers. 

The research generated by USTTA provides the state and the private sector with 
pertinent and well targeted studies, which take the guesswork out of our efforts and 
help us to determine which markets we should address and in what wav. Unfortu- 
nately, those studies are often not timely, doe to the lack of researdi Amos. 
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The short-term return of marketing dollars mi^t indicate that domestic rather 
than international maricets should be the top priority. However, we must look to the 
long-term investment. The commitment to a coordinated international marketing ef- 
fort translates into a more diversified tourism industry, while at the same time 
works to lessen the United States' foreign trade deficit. Intemational marketinff is 
a must. I truly think the United States Travel and Tourism Administration nas 
achieved great results under very limited conditions, and Montana is grateful for 
this effort. Much more can and must be done in this intemational arena, and it will 

Tire additional funding. 
The Far-Reaching Economic Impact of Tourism, The impact of a healthy and 
ffrowing travel and tourism industry within the United States is not a quick study. 
In fact, to fully understand the far-readiing impact of this vital industi^ is one of 
the main objectives of The Tourism Policy and Export Promotion Act of^l991. The 
economic impact of travel and tourism goes far beyond the revenues generated fiK)m 
the sale of hotel accommodations, and as more data becomes known, I am positive 
that support for this industiy will become more widespread. We must send the mes- 
sage that the economic impact of tourism does not stop at the lodging facilities, but 
rawer reaches far into our communities and impacts the overaU strength or our 
countiy's economy. 

Prehminaiy results of this study reveal that hotels and motels receive only 16 
percent of the nonresident travel expenditures, while retailers receive 25 percent of 
the traveler's expenditures. Gasoline accounts for some 16 percent while groceries, 
recreational equipment, and outfitting services receive another 12 percent of our 
visitors' expenditures. My point is that travel and tourism generate revenues in 
ways that mipact many facets of local, state, and federal economies. Tax revenues 
are generated as gasoline is sold and property is assessed. Clearly, tourism is a real, 
measurable, productive industry, but one that is often taken for granted and misun- 
derstood. 

The United States Senate ia leading the way with the introduction of this progres- 
sive legislation, and we in the rural states will support this committee in any way 
we can to ensure passage of this national policy on travel and tourism. I thank you 
for this opportunity to express my views and opinions to this committee. 



Letitbr From Susan B. Jolue, Attorney, Galiand, Kharasch, Morse a 
Garfinkle, P.O., TO Senator Rockefeller 

July 29, 1991. 
The Honorable John D. Rockefeller IV 
U,S. Senate, 
Washington, DC 20510-6125 

Dear Senator Rockefeller: The Subcommittee on Tourism recently held hear- 
ings on legislative proposals to expand the operations of the United States T^vel 
and Tourism Administration (USTTA). Air Jamaica, Cathay Pacific Airways, and 
Singapore Airlines ask the Subcommittee to consider the vievrs of foreisRi air earn- 
ers which will be forced, under pending USTTA regulations, to pay For U.S. tourism 
promotion. 

The Subcommittee heard from witnesses extolling the benefits of increased tour- 
ism, which promotes economic growth in the United States and helps ameliorate the 
U.S. trade oeficit. These are laudable objectives, and ones which tne Subcommittee 
would understandably want to pursue. However, the costs of promoting tourism 
should be borne by tne beneficiaries of USTTA activities, whidi are primarily U.S. 
businesses an d, m ore generally, the citizens of the United States. 

Current USTTA funding mechanisms Jeopardize expansion of to urism . Congress 
adopted a so-called '\iser fee" to cover the operating costs of the USTTA as part of 
the Omnibus Budget Reconciliation Act of 1990. This user fee is inequitable because 
airlines are assessed a fee for transporting foreign natio nals that moII cover the pro- 
jected USTTA budget. Legislation that would enlarge USTTA's mission would thus 
lead to increased costs to airlines, in general, and to foreign earners, in particular, 
because foreign carriers tend to transport more foreiffn n ation als. 

A number of foreign airlines have protested that the USTTA user fee violates un- 
dertaking contained in bilateral aviation agreements between Uie United States 
and foreign countries. Foreign airiines should not bear a disproportionate share of 
the costs of a U.S. Government agency whose primary mission is to promote UJ3. 
interests, including those of U.S. airiines. Unless this issue is quickly resolved in 
favor or foreign earners, it may become necessary to oppose any expcmsion of the 
USTTA— or, indeed, the continued existence of the agency. 
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If the Subcommittee is truly interested in promoting the United States as a tour- 
ism destination, serious attention should be given to the proliferation of aviation- 
related *user fees." If the costs of air travel continue to increase, the tourism appeal 
of the United States will diminish in comparisen to other destinations. Tourism pro- 
motion b>[ a UJS. Government agency vnU. not be able to create market demand for 
an overpriced product. 

Enclosed is a copy of comments that were filed in the USTTA rulemaking proceed- 
ing. These comments provide a more thorou^ explanation of the objectionable fea- 
tures of the USTTA user fee. We ask that this letter and the attached comments 
be made a part of the hearing record. 
RespectAiUy submitted, 

Susan B. Jollie, 
Attorney for Air Jamaica Limited, Cathay Pacific Airways 

Limited, and Singapore Airlines, 



BEFORE THE DEPAKTMENT OF COMMERCE, UNITED STATES TRAVEL AND TOURISM 

ADMINISTRATION 

IN THE BiATTER OF NOTICE OF PROPOSED RULEMAKING ON THE USTTA FACILITATION 
FEE; DOCKET NO. 91236-1036 

COMMENTS OF AIR CANADA, AIR JAMAICA UBIITED, BELAIR AG, CATHAY PACIFIC 
AIRWAYS LIMITED, PHILIPPINE AIRLINES, AND SINGAPORE AIRLINES LIMITED 

These comments are filed on behalf of Air Canada, Air Jamaica limited, Balair 
AG, Cathav Pacific Airways limited, Philippine Airlines and Singapore Airlines 
Limited ("Joint C!ommentors'0 in response to the Notice of Proposed Rulemaking 
CNPRNT) issued by the United States Travel and Tourism Administration 
('USTTA'O proposing regulations to implement an amendment adding sections 306 
and 307 to the International Travel Act of 1961. 56 Fed. Reg. 1116 (March 16, 
1991). 

The NPRM proposes procedures for calculation of the "per alien multiplier* used 
to calculate the level otfees which the USTTA will collect; assessment of the quar- 
terly fee; sanctions for nonpayment; and application for an exemption to the fee. For 
foreign carriers, the fee represents the latest in a string of *user fees" which the 
United States Government has required foreign carriers to pay or to collect fivm 
their passengers to pay for services of dubious value to foreign carriers. The Joint 
Commentors are concerned that the USTTA facilitation fee could become another 
vehicle by which foreign carriers could be forced to shoulder more tJian their fair 
share of financing for U JS. programs which confer little, if any, economic or competi- 
tive benefit on them. 

The Joint Commentors are particularly concerned about three aspects of the pro- 
posed rule and the USTTA funding scheme.^ First, the USTTA will calculate the 
per alien multiplier, and each carrier's quarterly fee. based on estimates of the num- 
ber of aliens expected to enter the United States. The calculation of these estimates 
appears to be m^y arbitrary because the NPRM does not articulate the factors to 
be considered and methods to be employed to arrive at these estimates. Fairness 
dictates that the USTTA clarify the bases for these estimates and provide a mean- 
imrful opportunity for administrative review. 

Second, the Joint Commentors are alarmed at the inclusion in the USTTA budget 
for 1991 of $5 million for reconstruction projects to repair damase done by Hurri- 
cane Hugo. The inclusion of this project appears to set the precedent that domestic 
public works projects with little or no connection to international tourism can be in- 
cluded in the USTTA budget, and thereby funded, not by general tax revenue, but 
by air carriers, the mMo rity of which are foreign. To alleviate this concern, the Joint 
CJommentors ask that USTTA include in the final rule assurances that the only do- 
mestic construction projects to be included in the USTTA budget are those with a 
demonstrable and suDstantial link to international air travel and tourism. 

Third, under the proposed rule, carriers may not pass the fee explicitly throuj^ 
to passengers. The proposed rule assumes that carriers will be able to pass the lee 
to passengers by increasing fares, while ignoring the fact that carriers are severely 
constrained in their ability to raise standard fares. This provision of the NFRM 



^The Joint Commentori also have grave raaervations about the legality of imposing the 
USTTA on foreign carrien. Imposition of the fee violates the bilateral aviation agreements to 
which the Joint Conunentors are a party with the United States, as well as general principles 
of comity and reciprocity. The Joint Conunenton will address these aiguments in individuu ex- 
emption applications and via diplomatic channels. 
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could force the carriers to absorb the cost of the fee completely. The Joint 
Commentors ask that the USTTA allow carriers to pass the fee on to passengers 
explicitly. 

A. FAIRNESS REQUIRES THAT THE USTTA SPECIFY HOW FF WILL FORMULATE ITS 

ESTIMATES 

A central element in the USTTAls calculation of each carrier^s fee is the USTTA's 
estimate of how many aliens will arrive in the United States because this estimate, 
along with the level of the USTTA budget for the year, determines the amount of 
fee assessed per alien transported to the United States. See §§ 1201.2 and 1201.3(b). 
The NPRM leaves thequestion of how the USTTA will arrive at this estimate un- 
clear, leaving the USTTA virtually unfettered discretion to assess any level of esti- 
mated fee it chooses. 

If there are INS statistics for the previous year, the USTTA will use those num- 
bers as a point of departure. $ 1201.3(c). If, however, there is insufficient INS data 
to give an accurate count of aliens for the previous vear, the USTTA may also use 
estunated figures from the Attorney GenerA. 66 Fed. Reg. at 11 17.^ The NPRM of- 
fers no information whatsoever into what data goes into these estimates, how or 
when the data is collected, or what assumptions go into formulating this estimate. 

The NPRM tracks the language of the statute by providing that the USTTA may 
also consider "such other available information as tne Under Secretary [for Travel 
and Tourism] deems reliable." § 1201.3(c). The USTTA interprets this language to 
mean that the USTTA may '^ake into account any current chants in world circum- 
stances which affect the travel and tourism industiy^ when estimating the number 
of aliens expected to enter the United States in a given year. 56 Fed. Keg. at 1117. 
The NPRM does not attempt, however, to narrow or define this statement. Since vir- 
tually change in world circumstances can affect travel and tourism from some part 
of the world in some wajr, the NPRM appears to give the USTTA unbounded author- 
ity to raise carrier^s estimated bills on the basis of unspecified, subjective factors. 

Fairness reouires that the USTTA articulate the source of the data and the meth- 
odologies whicn it will employ to arrive at these estimates and enumerate what sort 
of changes in world circumstances, and what level of effect on world travel and tour- 
ism, wiu warrant acUustment of the USTTA's estimate of foreign visitors. Each car- 
riers Quarterly bill based on these estimates, and these assessments themselves are 
not subject to judicial review. As presently drafted, the proposed rule allows the 
USTTA to impose substantial fees on carriers on the basis of data, assumptions, and 
methodologies which the USTTA does not have to reveal. The Joint Commentors' 
proposed modifications will make the final rule more fair, and help foster better 
aviation relations, because the carriers have the right to know how tne fees against 
them will be assessed, to know they are fairly assessed, and to have a means of 
communicating their concerns to USTTA if they believe a mistake has been commit- 
ted. 

B. THE USTTA SHOULD ASSURE FOREIGN CARRIERS THAT THE FACILITATION FEB WILL 
NOT BE USED TO FINANCE DOMESTIC FUBUC WORKS PROJECTS 

In this time of an enormous budget deficit and the resulting search for alterna- 
tive, "painless" ways of raising revenue for domestic programs. Congress has appar- 
ently discovered tnat new revenue can be collectea, and federal budget savings 
achieved, by assessing new fees on air carriers (including foreign air carriers) or 
forcing carriers to collect these fees from their passengers. As part of the Omnibus 
Budget Reconciliation Act, Conmss has proposed that carriers pay a fee to fund 
the services of the Animal and Plant Inspection Service (APHIS) and that carriers 
coUect passenger facility charges to fund airport construction and noise reduction 
projects at airports across the United States (most of which foreign carriers are for- 
oidden by law from serving). The Joint C!ommentors fear that the USTTA facilita- 
tion fee mav evolve into yet another vehicle for generating revenue for domestic 
projects without increasing the federal deficit by compelling foreign air carriers to 
contribute, regardless of whether they will derive benefit from the project commen- 
surate with the costs imposed on them. 



'The question of how the USTTA will estimate aliens entering (torn Canada is even more 
problematic. The INS does not maintain detailed statistics on transborder passengers, and nei- 
ther the INS nor carriers are required to rDcord a passengei^s nationality when the passenger 
books or travels. Therefore, it appears that under the vague provisions of the NPRM, translwr- 
der carriers could be required to pay the fee for an aiiritrarily estimated number of pasBengen, 
or develop expensive new procedures to collect tuitionality data ih>m passengers. Air Canada 
will expand on this argument in its individual exemption application. 
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These fears are raised by the inclusion in the USTTA 1991 budget of $5 million 
to repair businesses damaged in South Carolina by a hurricane. This project ap- 
pears to indicate that future budgets could include other prelects whose benefit to 
international air transportation and tourism is tenuous ana speculative at best. 
Such a result would subvert any valid purpose of the facilitation fee and represent 
an abuse of the United States' authority over foreign air carriers operatingto the 
United States." For this reason, the Joint Commentors reauest that the USTTA as- 
sure carriers that all projects financed by the USTTA vnll nave a direct, demonstra- 
ble, and substantial relationship to enhanced international travel and tourism and 
that all amounts passed throu^ to carriers will be reasonable. 

C. THE NPRM'S REFUSAL TO ALLOW CARRIERS TO PASS THE FEE EXFUCFTLY THROUGH 
TO PASSENGERS BiAY IMPOSE AN ONEROUS BURDEN ON SOME CARRIERS 

The Joint Commentors strongl:^ object to the restriction in the NFRM on a carri- 
er's ability to pass the fee expficitly throu^ to passengers. This proposal assumes 
that carriers can simpty add tne costs of the fee to the standard fare charged to pas- 
sengers. In reality, it is far fit>m certain that carriers will be able to pass the fee 
on to passengers throu^ an increase in the standard fare. Carriers' ability to raise 
their fares are constrained in some cases by statute and DOT regulations, and in 
all cases by c ompetitive forces. 

The USTTA's proposed rule reflects no awareness of these constraints. The Joint 
Commentors believe this is a serious flaw in the NFRM which may impose a heavy 
burden on many carriers as they are forced to absorb the cost of the USTTA fee.^ 
The Joint Commentors therefore urge the USTTA to allow carriers to pass the fee 
explicitly throusdi to passengers. 

Wia:REFOR£, the Joint Commentors urge that the USTTA articulate the data, 
assumptions, methodologies, and procedures it will use to estimate the number of 
aliens expected to travel to the Umted States, and that the USTTA issue assurances 
that the iJSTTA budget will contain only projects which directly and demonstrably 
ei^ance international air travel and international tourism and allow carriers to 
pass the fee explicitly through to passengers. 



Letter From Philip G. Davidoff, President, American Society of Travel 
Agents, to Senator Rockefeller 

July 16, 1991. 
The Honorable Jay Rockefeller, 
U.S. Senate' 
WaahingUm, DC 20510 

Dear Chairman Rockefeller and Commtitee Members, as President of the 
American Society of Travel Agents (ASTA), I am pleased to inform you of our sup- 
port for your legislation S. 680, *Tourism Fblicy and Export Promotion Act of 1991." 

Tlie provisions in your Bill are very similar to the ones in 6. 1791, which was a 
Bill to amend the International Travel Act of 1961 to assist in the growth of inter- 
national travel and tourism into the United States and for other purposes. In my 
review of S. 680 and 6.1791, I find the provisions for the most part similar hence 
I am attaching a copy of the Testimony that our President at the time, Voit Gihnore, 
ofiered. 

The essential difierence between these Bills is the increased funding requested in 
S. 680 for USTTA from $17,000,000.00 for the fiscal year ending September 30, 1992 
in S. 1791, to $18,000,000.00 in S. 680, the same fiscal year ending September 30, 
1991. S. 680 then went on to request $21,000,000.00 for the fiscal year ending Sep- 
tember 30, 1992, and not to exceed $24,000,000.00 for fiscal year ending September 
30, 1993. ASTA stronglv supports this increase because in our view, we feel that 
permanent funding for USTTA is necessary if it is going to become a more effective 
organization, especially in the area of promoting programs to bring more foreign 
visitors to the United States. Without permanent funding, it becomes almost impos- 
sible to create and participate in joint advertising and promotional programs with 



'The Jdnt CommentoFB note that use of the facilitation fee for purely domestic, non-aviation 
porpoees violates most aviation bilateral agreements and general prinaples of comity and reci- 
procity. These arguments will be addressed in more depth in individual applications for exemp- 
tion ftxxn the fee. 

^The addition of the USTTA fee to the other fees which foreign cairiers must remit to the 
U.8. Gofvemment may be also a particularly heavy economic biuxlen to foreign carriers, sudi 
u Air Jamaica, whose countries are suffering finom a shortage of foreign currency. Air Jamaica 
will (Vnrther address this pdnt in its exemption application and through diplomatic channels. 
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.governments and tour operators, which is key in bringing foreign travelers 
to Amenca. 

S. 680 additionally provides for the Secretary of Commeroe to authorize for each 
of fiscal years 1991, 1992, 1993, funds not to exceed $600,000.00, to match partidJy 
or wholly the amount or value of contributions (whether in currency, services, or 
propertv,) made to the Rural Tourism Devebpment Foundation by private persons, 
Feaeral, state and local ffovemment agencies and provide administrative services for 
the Rural Tourism Develoj^ment Founoation. 

ASTA feels this grant is a necessary means of creating a viable and effective 
Foundation. ASTA believes that many rural areas throuc^ut America have tiie po- 
tential or are in fact beautiAil and interesting tourism destinations. The state, aty, 
or region, in most cases, simply does not have the resources to develop their tourism 
gotential. They need the expertise of a Rural Tourism Devebpment FV)undation. Hie 
Foundation could also serve as a catalyst to get the private sector more involved 
in developing and promoting the tourism potential of the rural areas. The Founda- 
tion should also play a vital role in preserving and conserving natural, scenic and 
historic areas throushout the rural areas of America. 

ASTA stands ready to assist you and your Committee in any way to bring about 
the passage of S. 680. 

Respectfully submitted, 

Phiup G. Davidopp, 

CTC President. 



Prepared Statement of Vorr Gilmorb, Prbsidbnt, American Society of Travel 

Agents 

My name is Voit Gilmore. I am President of the American Socie^ of Travel 
Agents (ASTA). In addition, I am the President of Four Seasons Travel Service, Inc., 
located in Pinehurst, North Carolina. I am also the former, and first, head of the 
Commerce Department agency we know today as the United States Travel and 
Tourism Administration (USTTA). 

ASTA is the world's lai^st trade association of professional travel agents, with 
13,000 travel agency members throu^iout the United States, and a total worldvdde 
membership of agents and industiy suppliers exceeding 23,000. 

ASTA's members are primari^ small-business owners and their employees. 
Among ASTA's purposes are the promotion and advancement of the interests of 
travel agents and the safeguarding of the traveling public against fraud, misrepre- 
sentation and other unethical practices. 

It is an honor and privilege to appear before you today to review proposed revi- 
sions to the National Tourism Policy Act, and to share with you the perspective of 
ASTA members concerning the issues facing the travel industry which we believe 
should be addressed by Congress. 

As I prepared my testimony for today's hearing, I could not help reflecting on my 
da^rs as Director of the United States Travel Service (USTS) as well as the efforts 
which were undertaken almost ten years ago by this Committee and this industiy 
to address what were considered the challenges facing tourism at the end of the 
1970's. 

Mr. Chairman, little has changed with USTS, now USTTA, in those years 
except — 

—the name of the agency representing the travel industiy in the Federal Govern- 
ment. 

—the title of the position heading that agencv, 

— and the amount of revenue paid by the industry to support the Federal Govern- 
ment. 

Otherwise, virtually the same issues and the same concerns we addressed bade 
then are with us today. 

When it comes to the Federal Government, the travel industrv continues to be the 
Rodnev Dangerfield of America's industrial sectors. We just don t get no respect. 

To iUustrate mv point, let me compare for a moment the similarities between the 
provisions of the National Tourism rolicy Act of 1981 and the provisions of the pro- 
posed Tourism Export Promotion Act of 1989: 

1. The 1981 legislation recognized the importance of travel and tourism to the na- 
tion's social and economic well-being and encouraged facilitation of travel to and 
within the United States. 

The proposed 1989 lepslation contains similar findings which demonstrate the 
size of the industry, its importance to the gross national product, employment, and 
the US, international trade position. The proposed legislation also sets as a goal 
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the elimination of the current account deficit in tourism trade and urges the estab- 
lishment of a tourism trade surplus. 

Actually, this latter objective has already been achieved. Through the first half 
of 1989, USTTA reported a $118 million trade surplus, virtually the only surplus 
in the services sector of the current account. 

ASTA views this as exceptional news and suggests that this should give Congress 
and the Administration every reason to bolster and support the trade development 
efforts of USTTA in order to benefit from, the comparative advantage the united 
States has in trade in tourism. 

2. The 1981 Act created an interagency policy council to coordinate the over 100 
federal policies impacting tourism, plus an advisoiy board of industiy, labor and 
consumer interests to advise the aoency. Both bodies were required to submit annu- 
al reports to the Congress and the President, and the agency was required to submit 
an annual program plan to Congress. 

The proposed Tourism Export Promotion Act once again requires that the agency's 
advisory board review and approve the agency's annual plan before it is submitted 
to Congress. 

3. The 1981 Act authorized the Agency's Under Secretary to coordinate overseas 

gromotion activities with other -Commerce Department agencies, especially the 
itemational Trade Administration, and to establish nine adcutional ofiices with the 
assistance of the UJS. and Foreign Commercial Service. 

The 1989 bill follows a similar track, requiring USTTA to concentrate its trade 
development efforts on those countries that nave the greatest potential for increas- 
ing UB. tourism export revenue, and requires the assistance of the U J3. and For- 
eign Commercial Service in the devebpment of export tourism trade, especially from 
those high yield maiket countries where USTTA does not have me resources to 
maintain ofuces of its own. 

4. For cosmetic effect, the ^1 Act changed the name of the agency and gave it 
an Under Secretary. 

The proposed bill replaces the term 'Purism mariceting" with the term 'Purism 
trade aevelopment". 

5. And finally^ Mr. Chairman, the 1981 Act authorized the ajsency to be funded 
at $6.5 million for FY 1982, an amount of similar value to the $15 million author- 
ized by the proposed legislation for FY 1990. 

Witn few but notable exceptions, the legislation before us today is very much 
like — as Yogi Berra once said— "deja vu all over again.* 

Now, some mi^t consider these observations to be critical of the bill before us. 
Let me 'assure you, they are not. 

If anything, these observations are critical of the lade of beneficial progress made 
over the past three decades in efforts to gain greater cooperation ana support from 
the Federal Government for the tremendous work the American travel industiy is 
doin^ to promote American competitiveness in international trade and domestic eco- 
nomic development. 

ASTA believes it is both timely and appropriate to be undertaking this review. 
To its credit, however, there are some subjects addressed in the proposed bill whidi 
have never been raised previously before this Committee in the context of USTTA. 
Among these are: 

The more frequent publication of tourism trade statistics: 

Tlie inclusion of an inventory of barriers to tourism trade in the annual National 
Trade Estimates Report; 

The creation of a foundation to facilitate further USTTAls private/public promo- 
tional partnerships, particularly as they relate to the development of tounsm in 
rural Ajnerica; 

An annual survey of states attorneys general and consumer protection boards to 
establish a record of companies and mdividuals that have committed travel fraud; 
and 

A scenic byways economic impact study. 

ASTA has some comments about these four provisions as well as a few suggested 
improvements that might be considered to strenffthen the proposed legislation. 

international Trade Data: ASTA suggests mat increasing the mouency with 
which the international trade data on tourism is reported — ^from ouarterty to month- 
ly—is an unnecessaiy expense. What is important is that when the current account 
balance figures are announced quarterly, greater emphasis is placed on the trade 
balance for tourism. 

With tourism representing America's lar^st source of export revenue, and now 
the only surplus in the services sector, it is wronff for the Commerce Department 
to ignore the industry altogjether while, for example, placing so much emphasis on 
the volume of international investment by the Japanese in the United States. 
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Barrien to Trade: For several vears, USTTA's Office of Policy has worked to ad- 
dress a vast arra^ of barriers which restrict the growth of international trade in 
tourism. These efforts have included — 

— the creation of an inventoiy of barriers developed in cooperation with the Orga- 
nization for Economic Cooperation and Devebpment, 

—the pursuit of barrier-eliminating initiatives through the World Tourism Orga- 
nization, and 

— the execution of numerous bilateral trade agreements and memorandums of un- 
derstanding aimed at reducing or eliminating a vast arrav of obstacles which thwart 
both the growth of America's international tourism trade and Uie opportunities of 
international tourism trade around the world. 

Some have criticized USTTA as an agency with no heavy policy responsibilities. 
Such criticism comes from ignorance. Tne annual publication of tourism trade bar- 
riers includinff the long list of obstacles which limit the growth of international avia- 
tion would enlighten many. 

Such a publication would help raise the standing of both the industnr and the 
agency in the eyes of those who measure worthiness b^ the volume of trade negotia- 
tion and policy formulation carried out in behalf of a given industrial sector. 

Rural Tourism Foundation: Since the eariy 1980's, considerable thought has been 
given to the creation of a foundation to promote the trade development efforts of 
USTTA. 

In an early meeting with representatives of the travel industiy, the late Com- 
merce Secretary, Malcolm Balorige, made such a proposal. Subsequentlv, former 
Under Secretary Tuttle and former Acting Under Secretaiv Peterson each investi- 
gated the possibility of establishing such an oivanization. Congressman Ike Skelton 
of Missouri even proposed legislation in the 100th Congress to legislate the creation 
of a foundation. 

Unfortunately, certain elements of the travel industrjr feared that creation of a 
promotional foundation would somehow compete with their programs. 

But perhaps times have changed. Perhaps there is now a greater willingness on 
the part of everyone in the industry to agree on such an entity. 

There are numerous examples of similar or^janizations supporting the work of 
other nations' tourism trade aevelopment agencies and there are similar organiza- 
tions working in cooperation with other agencies of the UJS. Government. ASTA 
supports this concept. 

Scenic Highways: ASTA concurs with the proposal to undertake a study on the 
economic activity associated with scenic and recreational travel on scenic bvways. 
This proposal is an appropriate adjunct to the rural tourism study undertaken ov 
the agency in FY '89, and ensures continued USTTA involvement in the Chairman^ 
Scenic Bywavs initiative. 

Areas to Strengthen: Mr. Chairman, overall, ASTA believes the draft legislation 
before us today is a very good start. There are however a few areas where we be- 
lieve some adoitional strength could be added, and there are some additional issues 
ASTA would hope could be addressed in this bill. 

Tourism Policy Council — The proposal requires the fuller participation of other 
Federal agencies in the operation of the interagency Tourism Policy Council. This 
is an excellent idea as far as it goes, but ASTA believes the proposal should be 
taken further. 

At the present time, the Tourism Policy Council is simply a sounding board. It 
has no real standing or clout. 

ASTA believes that the interagency body should be positioned as an integral ele- 
ment in the Federal interagency review process on matters of trade, transportation, 
natural resources and reclamation, historic preservation, economic development, 
diplomatic policy, and industry regulation. 

Interagenc3r working groups should be convened appropriately to review and make 
recommendations on Federal proposals which may affect the ability of America's 
travel industry to compete domestically and internationally. The recommendations 
of these working groups should then be submitted to the mil Policy Council for re- 
view and adoption. In turn, the Policy Council, throush the Secretary of Commerce, 
should forward its recommendations to the President s interagency Economic Policy 
and International Policy Councils. 

Travel and Tourism Advisory Board — ^The draft legislation recommendation that 
more representation be given to states and cities is appropriate. ASTA would also 
recommend that there should be more renresentation from small business, especial- 
ly in light of the fact that 98 percent of the travel industiy is comprised of^smaU 
business and that USTTA's resources are dedicated in laiige part to assisting those 
elements — small businesses and lesser-known destinations — preach the international 
market. 
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To this recommendation, ASTA also would urge an addition that the board be 
Presidentially appointed. Given the size of the industiy and its economic, social and 
strategic importance to the nation, ASTA believes there is as much or more justifica- 
tion for making membership on this board subject to Presidential appointment — 
with the advice and consent of the Senate — as there is for any other existing Presi- 
dentially appointed board or commission. 

USTTA Funding — Mr. Chairman, for as long as I can remember, the issue of ade- 
quate funding for USTTA has been a rallying point for the travel industry. Humor- 
ouslv, I wonder what will hold us together as an industiy if we ever get this issue 
resolved. 

Seriously, I must say that the authorization levels included in the draft legislation 
are totallv inadequate. In fact, they are harmAil to efforts to bring USTTA binding 
to a level that makes the United States competitive with other tourism exporting 
nations. 

It would be better to drop the authorization section from this draft than to leave 
a paper trail upon which Congressional and Administration critics of the agency 
could justify reduced or no funding for the ^nc/s important programs. 

But rather than lust leave it at that, ASTA proposes the following idea as a way 
to help Congress, the Administration and the industry address this perpetual issue. 

As the Committee recognizes, one of the biggest factors affecting uie competitive- 
ness of the United States as a travel destination is price. One of uie biggest factors 
affecting the price of American travel services is the amount of taxes and user fees 
which individual enterprises and consumers of industry services pay. 

ASTA strongly believes that fees and taxes paid by the industry and its consum- 
ers should be dedicated and used for the needs of the industry. 

Of the tens of billions of dollars collected for the highway trust fund, and the air- 
port/airways trust fund, along with park entrance fees, room taxes, excise taxes, 
etc., only a small portion ever makes its way back to build and maintain roads, im- 
prove the aviation system, protect public recreation facilities, or support the tourism 
trade development efforts of the Federal Government. 

ASTA members, as primarily small business people, recognize and appreciate the 
importance of user fees to support activities and programs which may not rank 
among the constitutional priorities of the government. But ASTA members are not 
in favor of having their industry and its consumers taxed under the guise of user 
fees only to be denied the support and assistance promised from those user fee laws. 

ASTA strongly believes that USTTA plays a vital role as a catalyst for the travel 
and tourism industry and we believe Congress should support USITA at a substan- 
tially higher level. 

There is no wonder that the American travel industiy is unwilling to support user 
fees to pay for USTTA's programs when there is every reason to befieve that monies 
collected as user fees will never be used to support USTTA's programs. 

To explain this skepticism, one need only look at the current charade going on 
within the Administration over the agency's FY 'SI budget and the initiative by this 
Committee to raise the airline departure tax to fund the deficit. 

ASTA supports the concept of user fee funding for USTTA and the broad range 
of other programs mentioned previously, but only if the monies raised by those fees 
are dedicated exclusively, and appropriated directly, to the programs for which they 
are intended. 

If Social Security, the savings and loan bailout. Immigration user fee funded pro- 
grams, and portions of the President's drug war can be operated off-budget or at 
least categorized so they will not affect Gramm-Rudman-Hollings budget targets, 
then Uiere is no reason USTTA, FAA, the highway program and other current and 
future user-fee funded programs can't be too. 

Whether it is done as part of this bill, or part of the FAA reorganization proposal 
under consideration by tne Commerce Committee, ASTA urges that off-budget user 
fee finding, including the possibility of dedicating a part of the international pas- 
senger departure fee, be established for USTTA and that funding of at least $30 mil- 
lion be provided the agency for FY '91. 

If fully implemented as drafted with the additional suggestions outlined in this 
testimony, ASTA believes the proposed Tourism Policy and Export Promotion Act 
of 1989 can achieve these ends. 

Thank you Mr. Chairman. 

I would be pleased to answer the Committee's questions. 
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Prepared Statement op John J. Cavanaugh, Chairman and Chiep Executivb 
Oppicer, Summit Limited 

It is a great honor to be invited to address this Committee at this crucial time 
in the history of relations between the United States and the Soviet Union. Yester- 
day at the commencement of the Summit Meeting in Moscow, President Bush de- 
clared the long post war period of hostilitv between the United States and the Sovi- 
et Union to be over and a new period of militaiy peace and economic cooperation 
to have begun. So, as we sit here today considenng the poliiy choices available to 
the United States, we must first recognize that we nave already crossed a dramatic 
line from one era to another. This new era offers opijortunities for both the United 
States and the Union of Soviet Socialist Republics which could not even be imagined 
a few months ago. 

On Saturday, I returned from two weeks in the Soviet Union during which time 
I not only visited with the leaders of the food industry of the Soviet Umonl the Rus- 
sian Republic, and the Ukrainian Republic, but the new Minister of Oil and Gas 
of die U.S.S Jl., Lev Tyurilov, as well. I also travel led south to the great agricultur- 
al production region of Stavropol and east to the historic cultural capital of the 
Ukraine in Kiev. Wherever I went there was a new spirit of determination and en- 
Uiusiasm to build a new society in the Soviet Union and without question the Unit- 
ed States of America is the model they wish to follow. 

For the past 16 years my firm, Summit Limited, has been doing business in the 
Soviet Union and for the past five years we have pursued a business strate^ based 
upon a belief in the validity and eventual success of Perestroika. The past five years 
have not been easy and the success of our business has risen and declmed with each 
new wave in the Perestroika drama. It is dear to all the world that what has been 
|p)ing on in the Soviet Union since Mikhail Gorbachev came to power in March 1985 
is a revolution — a revolution in which the Marxist-Leninist-Stalinist order ¥diich 
governed the Soviet Union for the past seventy years is beinff replaced by a yet 
unstructured system which seeks to be both democratic and market-oriented. So far, 
it has been a remarkably peaceful revolution and one key to the future success of 
the Soviet Union is that this revolution must remain bloodless. 

I believe this revolution is going to succeed and in fact has already succeeded. The 
old order is gone and the new order is here, bawling and stretching in its cradle, 
eagerly exploring the new world around it. 

Summit Limited is engaged exclusively in representing American food companies 
and American food processing machinery companies in the Soviet Union. Our clients 
include m^jor American brand name companies and our projects in the Soviet Union 
run the entire food chain from growing to harvesting to storinff, processing and dis- 
tributinff food products. As a result of this focus on the foodi oiain in the Soviet 
Union, I have spent a good deal of time on the State and collective farms of Uie 
Soviet Union and I have gained some insight into the massive obstacles that face 
Uie people of that huffe country and also some understanding of the great possibili- 
ties the Soviet Union nolds as well. 

I want to share some observations I have of the people of the Soviet Union and 
make some suggestions as to what policies this country should now be pursuing. 

One week ago Friday I met with the Prime Minister of the Russian Republic, Mr. 
Ivan Silayev, who removed all remaining doubt as to what direction the Russian Re- 
public is heading when he told me that the Russian Republic is prepared to spend 
Its scarce hard currency resources to hire American experience to assist in the es- 
tablishment of a private farming system in the Russian Republic and they want to 
becnn now. 

On Monday, July 22, 1991, I met with the new Minister of Oil and Gas of the 
U.S.SJI., Mr. Tyurilov, and discussed the possibilities of developing Senator Exon's 
idea of creating a direct barter of oil for food between the Umtea States and the 
Soviet Union. He was enthusiastic about the prospect but then proceeded to explain 
his problem in detail. The problem is Soviet oil production has been declining for 
Uie past four years and is currently not producing at sufRdent levels to meet domes- 
tic needs, let alone expand exports. He explained that there were three elements 
to this problem. The first and most pressing was a lack of domestic machine build- 
ing capacity and technology needed to sustam and expand oil productu>n. This prob- 
lem can omy be solved by massive capital investment in machme building and tech- 
nology. The second problem is domestic pricing which subsidized consumption and 
denied sufRcient investment capital to sustain the Soviet oil industry. Mr. Tyuribv 
stated that he expected domestic oil prices to triple in the next several months, cre- 
ating some decrease in domestic demand and providing much needed investment 
capital. 
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The third problem with developing the Soviet oil production system to a level that 
it could in fact barter oil for food with the United States in a trulv mutually benefi- 
cial interdependence is the shortage of capital investment needed to modernize the 
£ reduction capacity of the Soviet oil industiy. He said that to date onj^ $12 million 
ad been invested throush western ioint ventures. He concluded by saving he was 
optimistic that these proolems will Be solved and that the exchange of food for oil 
is an idea worth doing and one he wants to discuss in farther detail. He suggested 
an American oil industry policy toward the Soviet Union be developed with the sup- 
port of the United States Government. 

On Monday, July 22, I met with the Deputy Prime Minister of the U.S.SJI. 
Fvodor Senko and an old friend, Anatoli Behchenko, who is now Deputy Minister 
of Agriculture and Food of the UJ3.S.R. We discussed a wide range of ambitious pro- 
grams for the development of the food processing industiy in the Soviet Union and 
r'n the issue became the need of the Soviet Union to acquire food processing ma- 
eiy and technology and to produce it in the Soviet Union on a massive scale. 
On Thursday, July 18, I met with the First Deputy Minister of A^culture and 
Food of the UJS.SJl., Yuri Mordvintsev. We discussed specifics of how the U.S. food 

£ recessing machinery industry and the Soviet industry could begin to work togeUier. 
[r. Mordvintsev had met earlier with Geoi^ Melnykovich, F^sidont of the Food 
Processing Machinery and Supplies Association, and we are now working on a spe- 
cific program which will lead to expanded sales of U.S. food processing machinery 
in the Soviet market and expandoa preduction of U.S. food processing machineiy 
and technology in the Soviet Union. 

While each of these meetings with leaders of the Russian Republic and the Soviet 
Union in Moscow led to valuable underatanding of the economic needs of the Soviet 
Union, it was a discussion in Stavropol which led to Uie greatest insk^t into the 
new aspirations of the Soviet citizen. I was talking with tne leader ofa collective 
farm in the Stavropol Reoion when he told me that he had just recently purchased 
a cop3r of Lee laccoa's book for 160 rubles after searching for months. He was burst- 
ing with pride as he told me his 16 year old son had already read it twice and it 
was his dream that his son grow up to be like Lee laccoa. 

These are compelling events now ongomg in the Soviet Union and the United 
States has sat on the sidelines too long. The end result is too important and the 
expectations too high for us not to respond. The end result of what occurs in the 
Soviet Union in the next five yean is more important to the United States than 
even the security of Kuwait and so our efibrt should be at least a great as it was 
there. 

We need to act now and we must make a migor commitment to assist the people 
of the Soviet Union in building a new democratic and prosperous market-onented 
economic system. We should oo it because they are a mat people who need our 
know-how and expertise and our capital, but we should do it also because it is also 
in our self-interest. The world is truly changing into one small market place and 
we are in global competition eveiy day in eveiy new and emerging market. It is cer- 
tainly true that our economic competitors in the European Community understand 
the importance and the implications of the economic and political transformation in 
the Soviet Union. 

The European Community has established a 400 million Ecu Technical Assistance 
For Economic Reform of the Soviet Union program (attached for inclusion in the 
Record) and have targeted five sections of the Soviet Economy which will receive 
technical assistance from European companies. The areas are nnandal services, en- 
ergy, transportation and food distribution. Combined with the fact that American 
companies nave been hobbled by a lack of Ex-Im Bank credits and OPIC insurance 
for the past five yean the competitive advantage for European companies in Uie So- 
viet Maiket will continue to widen. For example in 1990 the USSR increased ma- 
chinery and equipment imports by $6.5 billion and none of this increase was for 
UJS. sales. 

We have a human interest, a national interest and a commercial interest in par- 
ticipating in the economic revival of the Soviet Union and we need to get about 
doing the task. 

Several months a((o Dr. Anthony J.F. O'Reilly, Chairman and CEO of the H J. 
Heinz Company, delivered an address to the Institute of International Bankera enti- 
tled The Soviet Union In The Global Economy; The Time is Now" (aUached for hi- 
clusion in the Record). Dr. CReillv provided a blueprint for action and identified the 
three areas in which we should be making a contribution to the Soviet Union. He 
said "Let's start with the basics: ideas, capital and trade." Those are of course the 
basics and I have some specific ideas which should be adopted in the next several 
months if the United States is to play a constructive role in this dramatic process. 
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First) full participation in the International Monetai^y Fund and World Bank 
membership are essential to fully integrate the Soviet Union into the World econom- 
ic system. 

Second, most favored nation status and the removal of the Byrd and Stevenson 
Amendment restrictions are fundamental to a normal and healthy economic rela- 
tion^ip with the Soviet Union. 

Unrestricted Ex-Im Bank credits and OPIC insurance are essential for U.S. com- 
panies to be competitive with our European competitors. 

Further lifting of COCOM technology transfers restrictions particularly on trans- 
actions like the UJS. West fiber oi)tic cable project is in both our national interest 
as well as our commercial competitive interest. 

Agency for International Development (AID) Technical Assistant programs should 
be extended to the Soviet Union. A program on the scale of the European Communi- 
ty Program of approximatelv $500 milhon for a period of the next three years should 
lie adopted and I believe tne same priorities adopted by the EC would also serve 
UJS. interest with the addition of Telecommunications and the entire food chain 
from farm to market added to the European priorities of financial institutions, ener- 
gy and transportation. 

We should also extend the U.S. Department of Commerce Consortia of America 
Business in Eastern Europe Program to the USSR administered by the Internation- 
al Trade Administration (ITA) 

Senator Exon's idea of bartering American food products for oil from the Soviet 
Union should be developed into a si>ecific trade nrogram which would include not 
simply food but food processing machinery and teomologies needed to build the food 
industiy in the Soviet Union. 

The United States should develop a comprehensive trade program designed to 
promote the sale of U.S. machineiy and technology and the estaolishment of UJS. 
machinery manufacturing facilities in the Soviet Umon. 

Finally the Congress should take a new and comprehensive look at establishing 
a new coordinating committee for the Soviet Union such as that proposed by How- 
ard Buffet of Omaha which would direct this entire range of technical assistance 
and project development programs. 

Mr. Chairman you are to be commended for beginning this process. It is clear 
there is much more to be done. 



THE SOVIET UNION IN THE GLOBAL BCONOBIY: THE TIME IS NOW 

In your business and mine, we have a full plate for the 1990's. With the Cold War 
over, economics is driving out militaiy issues in shaping the future. The Single Eu- 
ropean Act is creating a mammoth market of 340 million people. Japan's economic 
nught makes it a global player, with political as well as commercial responsibilities. 
With fast-track authority passed b y U ie Conmhess, we're looking towara free trade 
with Mexico and success in the GATT talks. And there is nothing so frustrating to 
all of us than those U.S. budget and trade deficits. 

In my judgment, there's something even more significant for the world of the year 
2000: the future of the Soviet Union. Today's efforts to remake that countiy rank 
with the greatest tasks of human history. Whether political and economic reform 
succeeds or fails will inescapably impact upon our lives. 

For half a decade, we've watched m wonder as Mikhail Gorbachev has torn apart 
the old system. In Central Europe, the Soviets have given up eveiything they won 
in World War II. They stood by while the United States defeated Iraq, a former So- 
viet client state. They are letting the United Nations operate the way it was de- 
signed. 

At home, Soviet leaders are admitting that communism has no answers — in fact, 
that it never did have them. Gorbachev has sanctioned more free debate than the 
Soviet peoples have ever known. Nationalism has become the most potent political 
force. As a result, the shape of the Soviet Union will be radically altered — u it sur- 
vives at all. 

The Soviet economy commands no respect, and it's heading for chapter 11. Pro- 
duction fell 10 percent in the first ouarter. Inflation is surging at 20 percent a 
month. The black maiket sets the ruDle's value at 26 times the ofRcial rate. The 
financing requirements to service foreign debt are estimated at more than $20 bil- 
lion this year. 

Who in the West says any longer that this doesn't matter to us? Economic collapse 
would mean millions of refugees flooding West — an invasion of unarmed Russians 
and other ethnic groups beyond the competence of NATO to contain. Political col- 
lapse could face us with a countiy in dvil war that has 30,000 nuclear weapons. 
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A man on a white horse could exploit the darker, aggressive forces of the Russian 
past, from anti-Semitism to imperial nationalism. It might take years before Soviet 
failure were again translated into a direct military threat. But we can't rest comfort- 
ably if 290 mulion i>eople become increasingly desperate and embittered. We can't 
stand at the bar of history and say it was none of our business. 

Once again, we hear Lenin's famous question: ''What is to be done?" But in re- 
sponse, we are told that there is nothing the West can do, except to keep from mak- 
ing matters worse. 

In the final analysis, the success of reform depends utterly on the leaders and 
peoples of the Soviet Union and its republics. There is no substitute for home-grown 
efforts. Soviet citizens are now waiting for a clear direction from the top before they 
can make any plans. But in the West, we cannot and must not just sit back and 
helplessly hope for reform to happen. For most of its seven decades, the Soviet 
Union removed itself from its global economy; it isolated itself. Now we face the his- 
toric question whether we will keep it isolated at the veiy moment that it seeks to 
join the world. 

On April 23, President Gorbachev reversed field and rejoined the reformers. He 
struck a deal with leaders of nine republics^ including Russia's Boris Yeltsin. Sud- 
denlv, this agreement offers hope that, this time, reform can work. 

What has Gorbachev done for an encore? He wants massive Western economic 
help and an invitation to the G-7, the Seven-Nation Economic summit in London 
this July. 

I say let him come; and let him go home with a firm promise of m^jor Western 
help— -tens of billions of dollars a yeaiv-if he proves to be serious about critical re- 
forms. These include a civil and commercial code, decentralization, private property, 
price reform, a convertible ruble, repatriation of profits on forei^ investment. 

Skeptics say this is premature, that (Gorbachev has disappointed us before. They 
say that the term ''sinK hole" does not do justice to the folly of helping the Soviets. 
That may, once again, prove to be true. But we must say that the stakes for eveiy- 
one are too highr---stakes that have no rival in our generation. We in the West can- 
not afford to bet on failure. 

The new agreement between the West and the Soviet Union should include a mas- 
sive influx of capital and credits — ^for the United States, far more than the $1 billion 
in amculture credits it extended last year. The European Bank for Reconstruction 
and Development should be greatly expanded, and a reforming Soviet Union should 
be made a full partner. 

But if we've learned one thing, it's that governments can't do the job alone. As 
business and flnancial leaders, we also must act. Soviet salvation lies in a free mar- 
ket and free enterprise. And Western Free enterprise must be the m^jor source both 
of ideas and of foreign capital. If we do not do it, it will not be done. 

Let's start with the basics: ideas, capital, and trade. 

First, the Soviets need both ideas and training: how to run a company and a mar- 
ket economy; how to set up a banking system and a Federal Reserve; how to create 
Uie institutions of a free economy without which they can do nothing. 

This means ideas flowing from here to there. It means training people in corpora- 
tions, in labor unions, in banks, and on Wall Street. We need a new Fulbright pro- 
gram, with tens of niillions of dollars on both public and private money. There is 
nothing Americans like better than sharing their knowledge about how to make 
things work. 

Second, ideas will not work unless there is capital. The corporate community, here 
and in Europe, must take the lead. Yes, that's risk capital— but potentialhr a big 
payoff. Given the political stakes, government must share that risk. Both OPIC and 
£x-Im Bank need a m^jor infusion of funds, targeted to joint ventures in the Soviet 
Union and Eastern Europe. 

Capital also means technolofinr, the ability to put the Soviet economy on a modem 
footing. Last week, the COCOM states agreed to chop in half the list of technologies 
banned for export to the Soviet Union. As reforms take hold, that list should be 
chopped even nirther. 

In the private sector, we also need to share information among ourselves. If the 
Commerce Department can't pull toffeUier our collective knowledge about doing 
business in the Soviet Union, let us oo it, throu^ the International Chamber, the 
Business Council, and this Institute. 

The Heinz Company is involved. We've just signed a joint venture agreement with 
the Russian government to produce baby food. And that's just the beginning. We're 
betting on the future of the Soviet peoples, whether in one union or 15 sovereign 
republics. We will play our part in proaucing the products and in getting them to 
maiket. We are supporting an initiative bv private enterprise to distribute branded 
U.S. food products in the Soviet Union. Tiie attraction or this initiative is that un- 
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like the current situation with more fungible conunodity food items, inventoiy and 
price control in the Soviet Union will be greatly facilitated through brand identifica- 
tion. That's food on the table of the Soviet family, at a stable price. 

Third, if the Soviet Union is to develop at home, it has to be able to trade abroad. 
Like the East European countries, it wul get nowhere if barriers to exports are set 
hi^ and kept hi^. The European Community and Japan have migor responsibil- 
ities. But so does the United States. The Soviets have finally passed a law to liberal- 
ize immigration which should be implemented promptly. Now is the time to lower 
VJS, trade barriers, both formal and informal. 

President Bush has bravely defended MFN status for China and by the same 
token, the continued waiver of Jackson-Vanik is Justifiable. It is time to exoand the 
credits available to the Soviet Union to help finance trade with the U.S. Inoeed, the 
best way for it to regain its reputation for being creditworthy is to combine economic 
reform with access to the global marketplace. 

Let me end with one example: that MacDonald's restaurant a few blocks from the 
Kremlin. I don't know any economist who takes it seriously. It loses money on eveiy 
Big Mac. But MacDonald^s is doing two other things. It produces everything ''on the 
economy" — ^provin^ the possible in the Soviet Union, ri^t down to the smile. And 
it's creating loyalties that will sell a billion Big Macs a year sometime afi^r the year 
2000. 

We call that gamble free enterprise, and it's what winning the Cold War was all 
about. 

Thank you. 



1. TECHNICAL ASSISTANCE FOR ECONOMIC REFORM 

At the meeting of the European Council in Rome in December 1990, the European 
Community and its Member States decided to support the Soviet authorities in their 
efibrts to bring about the reform and recovery of the Soviet economy. On the basis 
of the Commission's assessment of the economic situation and reform process in the 
USSR (European Economy. Report N 45 of December 1990) the European Coundl 
decided that this support should be provided through tedmical assistance in five 
sectors: management training in the public and private sectors, financial services, 
energy, transport and food distribution. 

Community assistance in each sector will cover policy making (price deregulation, 
privatisation, etc. ), the desini of a suitable legal and admimstrative frameworic, 
traininff, the reorganisation of existing institutions and the setting-up of new ones. 

In selecting actions to be financed, priority will be given to Soviet operators (pri- 
vate and public) whose projects promote the Soviet economy's transition towaros a 
maiket system. 

The programme of technical co-operation will be implemented on a decentralised 
basis. The end recipients of (immunity assistance will be closely involved in the 
appraisal and execution of projects. 

The Commission and the Soviet authorities will strive for balance between the re- 
publics, while giving priority to int^rated programmes requiring a degree of geo- 
graphical concentration, These will be pi lot operations which can be copied later 
in other regions. 

2. IMPLEMENTATION 

In the Soviet Union, the day-to-day running of the technical assistance pro- 

framme is to be entrusted to an ad-hoc coordinating unit (CU). This C.U., stalTed 
y officials and experts on secondment from a number of ministries, and 
organisations, will be outside existing administrative structures. 

The Commission will put severalleading European consultants at the disposal of 
the C.U. to assist in drawing up financial applications, evaluating projects and run- 
ning implementing mechanisms. 

Trie CXJ. will perform the following tasks: 

—Inform potential recipients, throughout the countiy, of the aims of the pro- 
gramme ana the terms or access to community funding, it will be assisted in this 
by the EC Commission delegation to the USSR. 

— Receive and examine all financing applications. The C.U. will select applications 
in the light of the opinions of an interministerial board, when assessing the value 
of lai^r projects. The republics are to be invited to participate in this board, so that 
their views mav be expressed and taken into consideration. The relevant technical 
ministries will be consulted when assessing a project's technical merits. 

^'ass on to the Commission copies orall financing applications and official fi- 
nancing requests signed by the Soviet coordinating authonty. 
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—Participate in the execution of projects: the drafting of tender dossiers, the as- 
sessment 01 tenders, and the monitoring of their execution. 

The C.U. will he responsible to the coordinating authority, who will be the Com- 
mission's official partner. 

The technical assistance programme will be managed within the Commission by 
the Directorate-General for External Relations, under the authority of the Chairman 
of the EC-URSS Joint Committee. 

3. TRAINING 
L Management training 

General ohJecUuea.— -The modernisation of the Soviet economy requires managers 
in the public and private sector, able to implement the necessary economic reform. 
Understanding of market mechanisms by enterprise managers and economic admin- 
istrators is essential for the success of economic reforms. The management training 
programme will have the following objectives: 

Improving management training institutions: i.e. extending management training 
programmes at business schools; updating curricula and instruction modules; pro- 
moting the use of contemporaiy teaching material adapted to the requirements of 
the Soviet Union. 

Devebping the capability of individual managers: i.e. improving their understand- 
ing of basic managorial concepts such as numeting ana finance and developing 
their skills in these areas: broadening their view of the role of general management; 
devebping capabilities related to enterprise restructuring ana strategic reposition- 



ing. 
SecU 



ctoral priorities, — Restructuring. The mana^ment training programme will fa- 
cilitate the restructuring of enterprises following dianges in market conditions. 
Inter alia in the defence mdustries under conversion. 

Filling the supply ^p to ensure the availability of a sufficient number of manage- 
ment trainers. Certam schools should be identified as centres of excellence and sup- 
ported. 

Developing links between key sdiools in the Soviet Union and the Community. 

Upgrading curricula, teaching, consultancy and research capabilities of staff in So- 
viet management schools. 

Within these priorities the management training programme will support projects 
in the areas of institution building, training of trainers, entrepreneurial, and small 
business development, enterprise restructuring and research in areas relevant to 
the transformation of the Soviet Union and management education. 

Attention will be paid to training and consulting activities in the field of foreign 
economic relations. 

2. Statistical and economic assistance, — The reorganisation and recovery of the 
Soviet economy calls for a radical change in thinking and in the instruments of in- 
formation gathering, analysis and economic policy. 

Technicfu assistance in statistics, econonuc research and policy-making will help 
increase the capacity to analyse and evaluate official policies and the flow of eco- 
nomic information to firms and the general public. Under consideration are oper- 
ations to foster economic and social research, economic information and forecastmg. 
Other operations will focus on the management of an economic and monetary union 
in a market environment. 

3. Customs, — Community assistance could focus on the following areas: drafting 
new customs legislation and training customs ofiicers; technical assistance for set- 
ting up a customs training schoolC the reorganisation of customs offices, the 
computerisation of customs procedures, setting up chemical laboratories and fitt- 
ing fraud. 

4. ENERGY 

General objectives, — ^Technical cooperation in the energy field should be in keeping 
with the general fi'amework of cooperation which the European Energy Charter in- 
tends to promote. This aims to make clear the complementarity between the owners 
of resources and the holders of advanced technology, know-how and consumer mar- 
kets and to develop an awareness of their mutual responsibility in face of problems 
of supply and the environment. 

Technical assistance is of m^jor importance to reinforce the compatibility between 
energy networks and legal systems. 

Tecnnical assistance snould be a catalvst for increased investment. A hi^ priority 
should be given to assistance with the oevelopment of a legal and regulatory frame- 
work which will be attractive to foreign investors. 
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Sectoral priorities. — ^Against this background, and taking into account the conclu- 
sions of the European Council that the technical assistance programme should give 
priority to nuclear safety, energy saving, systems for the transmission of electricity, 
gas and oil, and to associated administrative and legal frameworks, the following 
sectoral priorities have been identified. 

a. A high priority should be accorded to the improvement of nuclear safety. There 
is a ^ndamental need in the USSR to improve the nuclear regulatoiy function in 
order to raise safety standards and to restore public confidence in nuclear power. 
A further priority for action in this area is improvement of the operating safety of 
existing nuclear power plantsA third area for action in the nuclear sector is an ex- 
amination of Uie scope tor cooperation in passive security systems for nuclear power 
plants and Uie design of the next generation of nuclear power plants 

b. According to the Soviet authorities, the potential for energy saving in the USSR 
is as much as one-third of current eneiw usage, which is consistent with Western 
estimates that the industrial sector could reduce its energy needs by up to 40 per- 
cent. Short-term solutions with a good chance of success can be identified. But Uie 
long-term solution to this problem lies in the adoption of prices which are more 
closely related to the real costs of production and supply and to the demand for spe- 
cific energy carriers as well as in introducing energy saving technologjy. 

c. It is oesirable to prepare a vade-mecum for foreign investors which would allow 
them to take stock of the current legal situation in tne diflerent regions and would 
sujraest, if necessanr, various legislative changes which could be introduced. 

This document should be completed by a precise economic study of the current 
situation in order to better defer to the priorities for action and help investors in 
their decision takinff. 

Finally, a study snould examine Soviet capacities in production, transport and dis- 
tribution for each of the energ>r sources. This would allow a clarification of the 
strengths and weaknesses of the industrial ^tem. On this basis^ the studies should 
give a concept for cooperation between the EC and the USSR m the energy field. 

d. Elsewhere in the electricity sector, the scope for the refurbishment of fossU- 
fired power stations needs to be evaluated. Another requirement is for a study of 
the ways in which the quality and reliability of supply within the Soviet Union 
might be improved. With regara to the Soviet Union's interest in exporting electrici- 
ty to Western Europe as a means of financing investment in the sector, the first 
priority is a technical study of the requirements for inter-connection of the Soviet 
and European high-voltage ^ds. A studv should also be conducted into the ^ture 
maiket for Soviet electricity in Western Europe. 

e. In the oil and gas sector, the Tyumen region among others requires a case 
study of the means to restore production levels through the application of methods 
and technologies developed in market-oriented countries. A second priority is a 
study of the Soviet Union's ^as transmission system, including its state of repair 
and the potential for increasmg its capacity throuf^h the installation of new com- 
pressor eouipment and other improvements. There is also a need for a study of the 
potential lor increased sales of Soviet gas to Western Europe as a means of*^ financ- 
ing Western investment in the system. 

f. Carrying out legal, economic and technological studies. 

6. FINANCIAL SERVICES 

General objectives, — For several decades, the bulk of the economic functions which 
in market economies are performed by the financial sector has in the Soviet Union 
been carried out by central planning authorities. The prime functions of financial 
services in a market economy, such as the coordination of independent saving and 
investment decisions, the provision of a market for property rights and 
organisational performance (stock exchanges), the brid£[ing ofthe gap between pro- 
duction expenses and sales revenues, and the provision of insurance to private 
agents, were either irrelevant or assi^ed to the state organs. Significant changes 
have already occurred in the organisation of the financial sector. Although this proc- 
ess of nrogressive change has not yet led to a satisfactory structure, these develop- 
ments nave shown the need for on-the-spot training for financial agents. They also 
provide the basis for a more far-reaching change in the structure and the perform- 
ance of the financial sector. 

The creation of a market-oriented financial sector remains nevertheless a huge 
task. It raises difficult issues of reform strategy, which concern both the design of 
the system (since developed market economies oo not provide a single model for the 
organisation of the financial system) and the sequencing of reform measures with 
respect to the pace of macroeconomic stabilization and microeconomic liberalization 
in the real economy , as well as to the sequence of financial reforms. The main ob- 
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jective of technical assistance in this sector is to assist in the creation of a modem 
financial sector to promote change towards a market economy in other sectors. 

Sectoral priorities. — ^Technicaf assistance in the financial services sector will be 
concentrated in the following priority areas: the Central Bank; commercial banks, 
financial markets; insurance and pilot projects. It will take the following forms: 

— assistance for reform (evaluation of reform policies, identification of measures 
to be taken in the various subsectors, development of a legal, and regulatoiy frame- 
work); 

— support for training specialists in the different financial professions, including 
accountmg and audit specialists; 

— backing for projects selected for their strategic nature or their value as models. 

These three forms of technical assistance will be combined as necessary in each 
of the following subsectors: 

(a) Central oank. — ^Advice on setting up the functions of a central bank in the 
context of a two-tier banking system in the areas of financial and monetaiy statis- 
tics, the conduct of monetaiy policy, banking regulation, the distribution of powers 
between the central bank of the Union and its republican counterparts, payments 
systems. 

(b) Commercial banks. — ^The dearth of accounting and financial data and of spe- 
cialists in business accountinpf, credit and financing makes the improvement of ac- 
counting information and traming in this sector a priority. A closer analysis of the 
needs will be based on the outcome of a sectoral audit. Feasibility studies connected 
with the setting-up of new specialised financial institutions may also be eligible for 
funding: the establishment of an export development bank is one example of this. 

(c) Financial markets. — Measures to develop the financial markets and 
privatisation. 

(d) Insurance. — ^The drafting and evaluation of reforms, based on a sectoral audit, 
which would allow the identification of operations which might subsequently attract 
Community funding. 

Attention should be given to particular development of the insurance sector appro- 
priate for an economy undergoing economic reform and transition. 

(e) Projects of local interest.— -Local or regional projects might include the financ- 
ing of housing, the restructuring of firms lor privatisation or the establishment of 
economic development areas. 

6. TRANSPORT 

General objectives, — ^Priority should be ffiven to actions which will enable Soviet 
operators to make more efficient use of their own resources and encourage public 
and private sector organisations in the West to finance subsequent operations. 

Sectoral priorities. — ^The priority traditionally siven in the USSR to railway trans- 
port is largely Justified by climatic and geographical conditions which make trans- 
port by road or river difficult over long distances. But the utilisation of the railways 
nas reached world record levels and would therefore be difficult to increase further. 
The development of road transport and multimodal traffic systems could be of con- 
siderable assistance to the railways; furthermore, by setting up coordination ar- 
rangements among the different means of transport according to needs, possibilities 
and regional conditions, technical assistance could make an important contribution 
to the efficiency of transport generally. 

Technical assistance in the transport sector could include the following elements: 

a. Methods to overcome bottlenecks, particularly those hampering Soviet imports 
and exports, such as the transshipment points of Brest, Chop and Odessa, or affect- 
ing distribution in a mcgor city, Moscow for example (storage procedures, the 
organisation of handling and the supply of equipment on a pi lot project basis); the 
improvement of airport Tacilities and air traffic safety. 

b. The improvement of existing transport sources: better servicing of lorries and 
handling gear, increased supply of spare parts, basic computerisation of stock and 
warehouse management. The expansion oi road haulage through the setting-up of 
small private firms would be useful, since it would relieve the railways. 

c. Leningrad could be a focal point which would serve as a model for subsequent 
operations. As a port, Leningrad is multimodal by definition; at present it is not 
only a bottleneck, since its port is completely overloaded, but also a city open to the 
outside world with an industrial hinteriand in which it is hoped that private enter- 
prise will develop. 

d. The development of multimodal transport. The successive or simultaneous use 
of different modes of transport is underdeveloped in the USSR. One of the main rea- 
sons for this is organizational: certain modes are run at Union level (air transport, 
railways and shipping), others at republic level. The lack of a coordinating body 
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hinders the development of multimodal transport and transport by road or inland 
waterway. 

Techmcal assistance could also foster the devebpment in the Soviet Union of a 
network of forwarding agents, which would stimulate through competition the ra- 
tional choice of modes of transport. 

e. Attracting private investment and outside financing. 

f. Assistance in researdi and training, in areas such as transport lepslation, the 
technical commercial and legislative measures concerning inter alia nvers and in- 
land waterways, the optimum make-uo of a fleet of bmes, management training, 
training for trainers, training of ofificiais of the transport authorities, managers like- 
ly to run private firms and aur traffic controllers. 

7. FOOD DISTRIBUTION 

OenercU situation, — The distribution svstem, which includes ordering, transport, 
transformation, wholesale and retail trade, together with the system oraffricultural 

§ reduction itself, is a key factor in the supply of foodstuffs. Material ana technical 
eficiencies are the cause of migor losses between the producer and final consumers. 
Reorganisation must be considered in the context of the system as a whole, which 
has not yet made the transition towards a market economy. 

General objectives. — a. The establishment of a methodology for the selection and 
optimal sequencing of measures for the improvement of the foodstuffs distribution 
systems in the various regions and for different products; 

b. the identification and coordination of integrated projects which could also be 
applied in other regions and to other products 

c. the training or Soviet teams able to carry on these actions by themselves. 
Priority sectors.— The following products have been chosen for their prominence 

and the seriousness of problems afiecting their distribution: 

^ruit, vegetables and other perishable foodstuffs, 

— ^milk, dairy products and meat, 

—bread and bakery goods. 

The following are the main proposed areas for action, bearing in mind the quickly 
evolving situation in the food sector. 

a. The direct chain of supply to the mcnor cities fit)m the surrounding regions. 
This will involve the provision of advice and training for producers, wholesalers, re- 
tailers and distributors. 

b. A chain of shops integrated with an industrial combine. 

c. The distribution of bakeiy products in a large dty. 

d. The chain of supply of fruit and vegetables fit)m the outlying regions to the 
migor conurbations. 

e. Mass catering. 

Experts could also help draft plans for supplying a mdor city and assist the 
privatisation agencies in Moscow and Leningraa to prepare the legal and operation- 
al frameworks Tor the privatisation of retail outlets. Other forms of training, includ- 
ing '^winning^, could be devebped in this sector. 

8. RBSBBVB 

A reserve will be set aside to finance, inter alia, studies in sectors where coopera- 
tion between the EC and the USSR has already started. Among these sectors are 
telecommunications, the environment and science and technology. In addition, infor- 
mation activities will be undertaken in the USSR. Finally, a modest sum will be 
ut at the disposal of the EC Commission Delegation to the USSR for flexible use 
small-scale, uigent operations. 
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Prepared Statement of Michael H. Karl, International Business 
Development, Burungton Northern Railroad 



Mr. Chairman, my name is Michael Karl, Vice-President and Managing Director 
of international Business Devebpment, Burlington Northern Railroaa. We at BN 
appreciate the opportunity to appear before you today and thank the Committee for 
its timely interest in this subject. 

Tlie Committee has asked me to address whether, in lig^t of the political and eco- 
nomic turmoil the Soviet Union is currently experiencing, opportunities for trade 
exist that can be pursued by American companies seeking to establish a presence 
in the Soviet Union. 

The answer to your question is yes, opportunities for trade exist. But the Commit- 
tee is correct to couch its questbn in terms of Soviet turmoil and difficulties. It is 
not just internal political and economic turmoil, the break-down of political and < 



Digitized by VjOOQ IC 



115 

nomic institutions^ either. There are questions of business culture, including the 
lade of understanding of capital investment and of market mechanisms. Then of 
course there is the biggest question of allM»xnpensation. 

Still, opportunities lor trade do exist The USSR is a huge country, with a large, 
well-educated population and tremendous natural resources. The need for Mexican 
equipment, services, goods and know-how is great. 

1 will not pretend that I can speak for all of American business. I can only testify 
to my own experience, as a representative of a laige corporation engaged in previa* 
in^ transportation services. As I see it, the primary task for Amencan business at 
this time is to identify or generate from among all the opportunities particular 
projects that make strategic corporate sense. 

A description of our recent eimerience in the Soviet Union may be the best means 
of explaining what I mean. The Burlington Northern's involvement with perestro&a 
really had its origin back in the fall of 1989 when Ambassador Dubinin, who was 
then the Soviet ^jnbassador to the United States, asked the Burlington Northern 
whether we could offer any advice regarding the transportation of agricultural prod- 
ucts in the Soviet Union. We agreed to mvestigate current grain transportation 
practices in the USSR and to provide a report to the Ambassador. 

We started travelling regularly to the Soviet Union, initially as jniests of the Min- 
istiy of Railways. Bv September of 1990 we were invited by the Soviet Academy of 
Sciences to be the American side of a Joint Soviet-American Grain Handling And 
Transportation Study Group, whose goal was to put forward proposals for improve- 
ment of the Soviet grain use and logistics system. 

We saw first-hand that waste was endemic to the existing transportation system. 
Despite the best efforts, and excellent performance, of individual ministries, for ex- 
ample, the Ministry of Railways, the ^stem did not allow efficient transportatbn. 
Absolutely crucial infrastructure was lacking. To illustrate: most grain vessels airiv- 
ing at Soviet ports are unloaded directly from sea-going vessel to railcar. Any delay 
in the arrival of either vessels or rail cars leads to waste. It is estimated that m 
1989 the Soviets paid hard currency demurrage of at least $30,000,000 for idle ffrain 
vessels — a direct result of this practice. The need to provide port-side storage facili- 
ties, to provide a buffer against delay in either grain ship or rail car arrival, is obvi- 
ous. 

Similarly, there is a critical shortage of countiy elevators in USSR grain growing 
regions. Any problem in the delivery of rail cars, which again might not be the RsdH 
wav Ministiys fault, leads to loss and waste in the field. 

As members of the Joint Soviet-American Study Team Burlington Northern in- 
spected transportation infrastructure facilities and operations in sudi cities and 
^rts as Vladivostok, Nakhodka, Pbrt Vostochny, Iiicutsk, Novosibirsk, Moscow. 
Odessa, Ilichevsk, Leningrad, Tallinn and Riga. We traced movement of grain and 
agricultural i)roducts from points of origin throu^ points of destination. Burlington 
^forthem visited flour and feed mills and animal husbandly facilities across the 
USSR. We discussed faoe-to-faoe the problems and concerns of Soviet end users of 
grain. 

It became clear to us that the ke^ problem with the Soviet transportation system 
was not shortcomings of discrete mimstries, but absence of overall coordination, m- 
tem-wide failure to consider the ultimate economic consequences of particular activi- 
ties. In a word, there was absence of responsibility. No one was responsible for get- 
ting qualitv goods efficiently and reliably to end users. The focus of the Joint Stu<^ 
Group shilled from exploration of questions associated with providing grain and 
meat products to the population, to consideration of how to address those problems. 

One aspect of Burlington Northern's business is the movement of grain. We've 
gotten good at this, thanks to competition, and our experiences are more or less di- 
rectly applicable to the Soviet Umon. But our means of handling and transporting 
^in is not secret; indeed, we have shared it openly wi^ the Soviets. There is no 
significant business opportunity for us in transferring this technology to the Soviets. 

That is where the issue of project identification or generation arose. We identified 
concrete business opportunity not in the purely technical aspects of transportation, 
but in the broader question of providing the populace quality food derived from 
grain, reliably and cost-effectively. 

The Burlington Northern is now working closely with government authorities, at 
the USSR, RSFSR and local levels, on a prqject to make Eastern Siberia and the 
Soviet Far East (representing a population of some 16,000,000 people) self-sufficient 
in the production or poultiy, red meats and daiiy products. Our project is based on 
economic analysis, in close cooperation with Soviet economists and research insti- 
tutes, of the efiiciencies associated with alternative means of meeting the nutrition- 
al needs and desires of the population of eastern Russia. (Assuming dietcuy require- 
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ments of 800 kg of food and feed grain per year, we estimate that population will 
consume approximately 12,000,000 tons of those grains per year). 

We have concluded, and the Soviets asree, that the most efficient means of feed- 
ing the population in Eastern Russia wiU require reorientation of grain and protein 
movements into and within the USSR. The Soviets should stop moving grain and 
meat by rail from the Ukraine and European Russia to the eastern parts of the 
countiy. The pure transportation expense of moving vast quantities of food over the 
Trans-Siberian Mainline is enormous. In addition to out-of-pocket transportation 
costs, there are tremendous opportunity costs. The Trans-Sibenan's limited capacitv. 
already fully exploited^ could better be used moving other freight; rolling stock could 
be better used iumishing fresh food to population centers in European USSR. Final- 
ly, it should come as no surprise that food gets out of condition logging thousands 
miles en route to the Soviet Far East. 

What the Soviets should do is purchase ^ain on the world market, for delivery 
to ports in the Soviet Far East, and then raise the animals necessary to meet their 
dietary needs. But there is no reason to stop there: the Japanese and Koreans are 
rich markets with a ffrowinff demand for quality meats. They can serve as hard cur- 
rency generators to allow self-financing of this food production cycle. 

Accordingly, we are actively exploring opportunities for export of meats from Sovi- 
et Far East to Pacific Rim markets. Our Russian colleagues understand the need 
to make this program, once initiated, perpetually^ self-financing. Transportation eco- 
nomics clearly favor raising animals m the Soviet Far East lor sale to those mar- 
kets. 

What is the Burlington Northern Railroad's interest in this project? American 
grain, grown in Nebraska and the midwest and then shipped to the Soviet Far East 
off the Pacific Northwest coast will, on a delivered (GIF) oasis, be competitive witii 
grain available to the Soviets from virtually anywhere else in the world. We at Bur- 
lington Northern are working to create the opportunity to compete for transporta- 
tion of domestic grain to Pacific Northwest ports. We know tnat market and we 
know how to compete. All we want is the opportunity. 

We are taking the long-term view. Our goal is to create a reliable new demand 
for American grain. We envision our project taking place in two phases. 

Phase One will emphasize delivery and maintenance of proper animal feeds and 
feed components, delivery and maintenance of spare parts inventories and equip- 
ment to assure efiicient use of existing flour and prepared feed mills, introduction 
of dietary and other experts to increase productivity of animal husbandry oper- 
ations. It will involve infrastructure improvements at ports and interior redistribu- 
tion points of whole grains and animal feeds to increase system capacity and reduce 
transportation waste. 

Phase Two will emphasize eoqpansion of the food products base in Eastern Russia 
through construction of state-of-the-art feed and flour mills, expansion of daiiy prod- 
uct, poultry and red meat operations, and expansion of associated processing and 
storage (including cold storage) facilities. The goal is to provide the populace in 
Eastern Russia, tens of millions of people, with all the daiiy products, poultry and 
red meats they require, and to provide export capacity to meet demand in markets 
in the Pacific Rim. 

Realization of our proiect represents a tremendous opportunity for American grain 
farmers in states like Nebraska and other agricultural producers throughout the 
mid-west. It represents real opportunity for Ajoierican businessmen engaged in the 
whole range of activities necessary to support proper use of American farm products: 
from construction and operation of port elevators, storage facilities, and other port 
infrastructure to construction and operation of feed muls, animal husbandry and 
meat processing enterprises. This is a concrete opportunity for Americans to sell 
commodities, materials, technology and know-how to buyers interested in establish- 
ing long-term, mutually-beneficialcommercial relationships. 

We believe our proiect can and will work. We intend to start with a small, work- 
able pUot project, ana then to expand. And we have the support of relevant authori- 
ties, from the local (territorial) to the Union (USSR) level. 

I recently signed a Memorandum with Russian Government authorities (the 
RSFSR Agro-Industrial Gommittee and the RSFSR Ministiy of Grain Products) re- 
garding concrete steps we and the Russians can take toward realization of this 
project. I am the American participant in a three-person working group that will 
mvite potential investors to a conference in Vladivostok in late Septemoer, to dis- 
cuss direct investment in this project. On the basis of that conference my working 
mup is charged with establishing the investment pre-conditions for this project, 
mm possible tax concessions ana import-export privileges through assurance of 
iA«^ff.term ^ain contracts. We are then to prepare a dbraft decree, incorporating 
e requirements, for the signature of the Mr. Silayev, Prime Minister of KSF£U£ 
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Further, we have been assured by Mr. Ivlev of the Soviet grain purchasing oivani- 
zation Exportkhleb that abeady in the coming months grain will be ordered oil ihe 
Pacific Northwest coast for deliveiy to the Soviet Far East. 

What can the U.S. Government do to assist companies trying to do business in 
the face of current Soviet political and economic turmoil? In the first place, I would 
like to note that our conversations regarding purchase of American grain off the Pa- 
cific Northwest coast would not have been conceivable without the recent extension 
of additional American grain credits. In the short term, extension of ffrain credits 
will continue to be instrumental in maintaining an important market lor American 
agricultural products. This is a market reality that ought to be treated as sudi. I 
would urge tne Congress to decide when and whether to issue additional grain cred- 
its as a oonmiercial matter, as we do with, say, Mexico, without the extraneous po- 
litical links. 

Additional governmental support would be helpful and much appreciated by the 
business community. The two phases of our project, but especially phase two, wHl 
require significant capital investment in port and transportation infrastructure. 
Current port infrastructure limits SFE imports to approximately 5 million tons of 
grain per year through the ports of Vladivostok and Nakhodka. An additional one 
million tons can be imported by rail from China each year. That combined capacity 
is far less than the potential demand in that region: Tlie soviet Far East could 
consume approximately 12 million tons of imported grain this year, and that 
amount wUl rrovf as movement of grain across the Trans-Siberian diminishes. We 
believe Port Yostochny should be developed for import of grain — ^with proper storage 
facilities, railroad infrastructure, etc. improvements are absolutely essential in order 
to allow the Soviets to import more American grain through the Soviet Far East. 

This is a difiicult period in the histoiy of the Soviet Union. That makes doing 
business, despite the apparent opportunities, all the more difiicult. We believe the 
time has come for the Congress to consider looking more positively at promoting pri- 
vate companies* efforts to build long-term commercial relationships with fJie Soviets. 
Our project, for example, is based on the understanding that long-term contracts for 
purcnases of American grain will be necessary if the Soviets are to attract favorable 
financing for infrastructure improvements related to this project. 

We beueve that Congress should provide additional investment support, to jump- 
start our project and others like it. The institutional mechanism might be expansion 
of Export-Import Bank programs or some other domestic mechanism. It might in- 
volve the Worid Bank or some other international prograuL However structured, ad- 
ditional support should be made available if the United States is serious about wish- 
ing to assist the Soviet Union in its transition to the market economy. In pursuing 
that goal, which is to all our benefit, nothing could be more important than to en- 
courage American business to enter the Soviet Union and explore with Soviet man- 
agers now that country's economy might be integrated into the world economy. 

We believe there is opportunity in the USSR for American business, even in this 
difficult time of Soviet political and economic transition. We are betting on it. We 
hope the Con^ss will continue to pursue and even expand trade policies that will 
assist that efiort. Thank you. 



Prepared Statement op Clair Ghyun, Vice President, Chevron U.S.A. 

Mr. Chairman, thank you for the opportunity to address your Committee today 
on behalf of Chevron Corporation. 

As you know, Chevron is an international inte^ated eneiv/ company active in 90 
countries around the world involved in exploration and proouction, manufacturing, 
refining, petrochemicals and marine shipping. 

The subject of my statement before this committee is Chevron's proposed oil devel- 
opment and production Joint venture in the Republic of Kazakhstan. Soviet Union. 
My remarks will cover three main topics: (1) an overview of the Cnevron-Kazdch 
joint venture, (2) a brief history of the negotiations leading up to the joint venture 
agreement, and (3) the benefits to the United States of such a venture. 

I. OVERVIEW OP CHEVRON JOINT VENTURE 

Mr. Chairman, as you and many members of your committee are aware. Chevron 
Overseas Petroleum Company, a subsidiary of Chevron Corporation, intends to 
enter into an oil exploration/production joint venture in Kazakhstan with an exist- 
ing Soviet organization, Tengizneftegaz Production Association, which I will hereaf* 
ter refer to as TNG. 
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The joint venture will be called Tengizchevroil and will consist of a 50/50 partici- 
pating interest between the two parties, Chevron and TNG. The terms of the joint 
venture will be 25 years with 10 years evergreen renewals. 

Chevron is a member of the American Trade Consortium (ATC) and as such this 
joint venture is a beneficiary of the General Trade Agreement which was entered 
into in 1989 between ATC and the Soviet Foreign Ek»nomic Consortium. The other 
members of the ATC are Archer Daniels Midlands, Johnson & Johnson, Eastman 
Kodak, RJR Nabisco and the Mercator Corporation. If the Chevron joint venture 
proceeds. Chevron will be initially committing approximately one billion dollars to 
the venture, making it, on an order of magmtude, greater than any other Soviet- 
Western joint venture to date in terms of cash exposure in the Soviet Union. 

The point venture will encompass a geogranhic area of some 4,000 sq. km. Initial 
operations, consisting of primarily appraisal 1 development and operation of the 
Ten^ and Korolev oil fields, will take place near the northeast end of the Caspian 
Sea m the republic of Kasakhstan in Soviet Central Asia. 

The Tengiz and Korolev fields were discovered in 1979 and 1986 respectively. 
Both fields are characterized by deep, high i>ressure reservoirs, thick, continuous 
pav zones, and crudes with high gravity and high gas and hvdrogen sulfide content. 
Oil in place is estimated to be about 26 billion oarrels, similar to Alaska's Prudhoe 
Bay field. The field development will of necessity be highW capital intensive due 
both to the difficult geology and the need for extensive surface processing fadlities 
to remove the poisonous hydrogen sulfide gas. 

Currently, Ir^G. the Soviet producing association, is developing the Ten^ field. 
64 production wells have been drilled and some our face gathering, processing, and 
infrastructure facilities (roads, pipelinesl railroad:) have been installed, m the 
smaller Korolev field, only exploratoiy veils have so far been drilled. 

The Soviets have been attempting to develop Tengiz since the early 1980:, but 
technical, financial, and other problems have long delayed startup. Their first crude 
processing unit is now complete and production finally commenced in April 1991 at 
about 30,000 b/d. The design and procurement on the plant and field facilities were 
done by a Western consortium — ^Lurgi/Iitwin/Lavalin. (German, Finnish and French 
companies). The process plant construction gas done by a Hungarian contractor and 
fiela facilities construction by the Soviets themselves. 

As for the future, additional wells and processing units will steadily increase pro- 
duction to a peak of almost 800,000 b/d several years after the turn of the centuiy. 

More than crude oil, Mr. Chairman, will be produced from this joint venture 
project. Besides oil, the nroducts produced from Tengiz and Korolev will be molten 
ana granular sulfur, LPC. and natural gas. The joint venture will earn hard curren- 
cy from exporting its crude oill and eventually, the other products, though initially 
they will be shipped into the domestic market as export facilities are not now avail- 
able. 

Currently, Soviet pipeline limitations prevent joint venture crude oil from being 
exported directly, so for the first 4-5 year:, joint venture crude will be used in the 
Soviet Union and the point venture wul receive a like amount of crude at an export 
point. Later, a new pioeline will be financed and built by the Soviets, linking two 
existing pipelines which will then allow joint venture crude to be piped directly to 
the export port of Novorossysk on the Black sea. Sulfur and LPG will be moved by 
the Soviet rail system into the Soviet market. Since Kazakhstan is landlocked, the 
cooperation of the Russian Republic will be vital to the export of crude oil (and other 
products) and allow the joint venture to earn hard curren^. 

The setting for this joint venture wiU be most challenging indeed. Climate in the 
Tengiz area is severe with temperatures in the winter as low as —40 degrees F and 
in tne summer as high as 120 degrees F. Dust and sandstorms are common due to 
strong winds and the desert terrain. The land is also low and flat and is subject 
to occasional flooding caused by incursions of the Caspian Sea. 

As this is a remote part of western Khzakhstan, the area is sparsely populated. 
The nearest town, Kulsaiy, has a ffrowing population of 35,000; (luiyev, the capital 
of the province, has a population of about 200,000. 

This then gives you a brief overview of the joint venture project. I would now like 
to turn to the history of Chevron's negotiations with the Soviets. 

II. fflSTOKY OP NEGOTIATION 

To begin at the beginning, Mr. Chairman, Chevron became active in the Soviet 
Union in mid-1987 loUowing an initial contact between G.M. Keller, Chevron's 
former chairman and James GifTen of the Mercator Corporation. As a result of this 
contact, Chevron explorationists reviewed upstream opportunities in the USSR and 
prioritised these opportunities. From December 1987 to August 1988 Chevron sent 
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teams of exploration and production spedalista to Timan-Pechora and West Siberian 
areas four times to review Soviet exploration and production data. Upon review, 
these areas wore rejected by Chevron, m August 1988, as possible investment oppor- 
tunities because of unacceptable technical and economic risk. During this same peri- 
od, other potential opportunities were also reviewed in Eastern Siberia and 
Sakhalin Island and were also rejected as basically uneconomic. 

In August 1988 the Soviet Mmistiy of oil industiy, the top central government 
agency in chaige of petroleum exploration and production, offered Chevron a devel- 
opment project in the Korolev Held. Following this development. Chevron explora- 
tion and production specialists visited the USSR numerous times from November 
1988 to June 1990, and hosted Soviet specialists on reciprocal visits, to review the 
field. Eventually the Korolev field development project was rejected by Chevron in 
June 1990 due to substandard economics. 

In June 1990 the Chevron-Soviet negotiations took a new turn. The Soviet Minis- 
ter of oil industry, Mr. M.L Filimonov, was invited to San Francisco to sive the key- 
note speech at the American Association of Petroleum Geologists (AAPG) conven- 
tion. A migor paper on the Tengiz field, written with the assistance of Chevron 
exploratiomsts, was presented to the meeting by three Soviets. 

At the AAPG convention. Minister Filimonov was hosted by Chevron on a tour 
of Chevron facilities in the U.S., and during this trip^ a milestone was reached when 
a protocol was signed which included the giant Tengiz field in the Korolev joint ven- 
ture area. 

A large team of Chevron iipstream professionals subsequently visited Tengiz in 
June 1990 to study the field firsthand, as veil as associated plant, facilities and in- 
frastructure. Additional technical meetings were hold in Moscow in September and 
in New York in October. In January-March 1991 a feasibility study was completed 
and general terms negotiated in March. Since that time, the approval process, re- 
quired in the Soviet Union, has been underway. 

m. BENEFITS TO U.S. OF CHEVBON JOINT VENTURE 

Mr. Chairman, the benefits, both short and long-term to the United States of such 
an oil exploration/production venture are man^f and varied. 

Of prime importance is the resultant diversity of eneivy supply for the West that 
will result from such a petroleum export project. The fact that up to 700,000 b/d 
of new crude production will be coming onto to the maiket will simificantly mitigate 
the West's dependence on crude from the politically volatile Middle East. 

Secondly, tne coming onstream of such a critical new source of oil production for 
the Soviets could delay or prevent the Soviet Union's becoming an oil imi)orter. As 
you know, Mr. Chairman, Soviet oil production rates have dropped precipitously in 
recent years and the Soviets appear to be headed in the direction of becoming an 
oil importing nation for the first time in many decades. The Chevron venture could 
forestall that date and reduce upward pressure on the price of oil. 

A third benefit of a Chevron oil development project in the Soviet Union would 
be the encouragement such a project would provide towards incipient Soviet moves 
towards a marKet economy. There would be a significant increase in business to 
business contacts which would have the efiect of building long-term partnerships 
and the trust that goes with such relationships. All of these contacts on the private 
sector level would go a long way towards reducing a confrontational stance between 
our two nations. 

Fourthly, our Joint venture, being a migor oil development project and hard cur- 
rency earner, would help to stabilize the Soviet and Republic economies and help 
provide an atmosphere conducive to peacefiil political evolution. 

And finally, Mr. Chairman, this project could provide seminal opportunities in 
terms of spin ofi" business for other UJS. companies interested in investing in the 
Soviet Union. 



Prepared Statement of Richard R. Kblley, Chairman and Chief Executive 
Officer, Outrigger Hotels Hawah 

I am Dr. Richard R. Kelle^, chairman and chief executive officer of Outrigger Ho- 
tels Hawaii and chairman of the Hawaii Visitors Bureau. 

First, I would like to express my deep appreciation for this opportunity to present 
my views on a vital issue---the long delayB imposed on arriving international travel- 
ers at our airports. 

This has been a long-standingproblem and, despite efforts to improve conditions, 
it is a continuinff problem. It affects not only travelers from forei^ countries, but 
those from the United States as weU. In fact, all of us in the Umted States suffer 
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from this critical situation, because of the negative effect it has on our extremely 
important travel industry, and thus on our overall economy. 

it is indeed paradoxical that we so strongly and widely urge people or other lands 
to come visit our great country, and then prove such iimospitable hosts when they 
arrive. 

The general goal in processing an arriving traveler through inmiiffration and cus- 
toms inspections at our airports is one-half hour. Three-quarters of an hour is the 
acceptable standard. But the actual time for this process can — and normalhr does — 
stretch well be^^ond beyond goals and standards. One hour. Two hours. Even five 
hours in some circumstances. 

At Miami International Airport, second behind Kennedy Airport in New York in 
international travelers, the customs/inmiigration process averages 60 to 90 minutes. 
At Honolulu International, the fourth busiest in international travel, two hours is 
typical. 

The factors contributing to this problem aro certainly evident. There is a need for 
stringent security measures, which can be time-consuming. There is a chronic short- 
age of Immigration and Naturalization Service inspectors. INS and Customs facili- 
ties aro oflen inadequate or worse. Airline schedules concentrate on favorable arriv- 
al times, creating jams at inspection stations. And the steady increase in interna- 
tional travel and tourism continues. 

Just as the causes for this ailment are apparent, so are some of the remedies. Our 
immigration inspectors are well-trained and dedicated, but we are asking too few 
of them to do too much in too little time. We need more of them. Facilities should 
be expanded and improved where essential. We should seek a better scheduling bal- 
ance from the airlines. 

We should take greater advantage of current technology to transmit data on trav- 
elers to our airports as those travelers depart from their country, and then use that 
data to expedite the inspect on process when they arrive a few hours later. And, 
instead of requiring inspection of eveiy arriving passenger, including ever^ member 
or a family, I ui^ge the law be changed to give an inspector the option of mspecting 
only heads of households. 

I also recommend the Accelerated Citizen Examination program be a full-time 
procedure, and not used only when long lines have developed. I support resuming 
the Citizen Bypass program, which further reduces time ana effort at inspection sta- 
tions. 

Again, I would like to thank you for the privilege of offering my thoughts on an 
issue critical to all of us. I am heartened by progress now being made in alleviating 
the problem, and am confident all involved will continue to vfork together for an ul- 
timate, ideal solution. 



[Inside U.S. Trade, July 26, 1991] 

Democratic Leadership Weighs Options in Wake op Senate China MFN Vote 

The Democratic leadership began to weigh several options this week for gaining 
political ground on the issue of extending most-favorea nation (MFN) trade status 
to China even though they are virtually certain to fail to override an expected veto 
by President Bush of legislation approved by the Senate July 23 to condition next 
yearns MFN extension to political and economic reforms in China. 

While the bill sponsored by Senate Majority Leader George Mitchell (D-ME) im- 
posing; conditions on China's MFN renewal was approved by the Senate 5&~44, the 
margin fell well short of the two-thirds majority required to override President 
Bush's expected veto. Mitchell has not yet reached a firm decision on his strate^, 
but one source close to Mitchell said the senator will probably push for quick action 
to follow up the floor vote. Meanwhile, the enormous congressional pressure on 
Bush to condition China's MFN status compelled him last week to sp«ll out in a 
letter to Sen. Max Baucus (D-MT) how he plans to deal with congressional concerns 
without conditioning the MFN status. A copy of the July 19 letter and an accompa- 
nying annex on trade and economic matters are reprinted below. 

Congressional and industry sources believe the Democratic leadership has two dis- 
tinct options. First, Mitchell could move quickly to push his Senate bill, S. 1367. 
througn a conference committee with HJl. 2212---the House counterpart that passed 
by a veto-proof mai^n — and move the final China conditionality bill forward quicklv 
for the President's assured veto. Secondly, Mitchell could hold off sending his bill 
.ito conference or decide not to send it to conference in an effort to avoid being hum- 
bled again on the issue by the President's veto. 
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If the Democratic leaderahip decides to send the China bill on to the President, 
it will most likely decide between two strategies, sources said. First, it could tiy to 
have the bill that comes out of the conference committee strippea of all but its 
human rights conditions^ leaving out provisions on trade, slave labor, forced abor- 
tion and arms proliferation. The advantage of this strate^ is that tne bill mi^^t 
gain votes it otherwise lost when too many conditions weighed it down and could 
come closer to overriding the President's veto. But sources said it is highly unlikely 
this strategy would gain enoudi additional votes to override a veto. 

The second likely route would he for the hill to emerge from the conference commit- 
tee loaded down with amendments found in botii the House and Senate versions. 
The rationale behind this option, sources said, is that because Congress knows the 
bill will inevitably be vetoed, it would try to nunish President Bush by forcing him 
to veto politically sensitive issues that mi^t Be used against him later, for instance 
in the next Presidential election. 

On the Senate floor, five amendments were attached to the Mitchell bill. One Sen- 
ate source pointed out that for every vote the amendments lost by adding conditions 
some memners could not support, it gained the votes of the amendments' sponsors. 
An industry source interpreted the addition of amendments differently, saving that 
while business interests oppose attaching any conditions to China's MFN status, 
they were happy to see the Mitchell bill loaded down with amendments because 
they believed that helped the President gain more votes. 

Assuming the President follows through on his veto threat for the oonditionality 
bill, and Congress votes in an attempt to override the veto, the votes could change 
sligntly, but Senate sources said Mitchell would have virtually no chance of gaining 
the 12 additional votes he needs to override a veto. Attention will be focusea on the 
Senate veto override vote as it was this month during conffressional floor votes be- 
cause the House has enough votes to override the President^ veto. 

But the issue of whether conditions should be placed on China's MFN status wiU 
not die when the President vetoes the legislation. It is expected to emerge again 
next year, when Congress is again expected to vote on a Presidential recommenda- 
tion to extend China's MFN status for another year. One industiy source said busi- 
ness interests ''fully expect to have to flght the battle year after year." 

The White House response to Baucus, who along with 14 other senators originally 

grossed Bush to pledge to commit to taking stiff measures against China other than 
[FN denial, includea attachments on human rights, non-proliferation matters, and 
trade and economic issues. 



White House Letter on China MFN 

The WnrrE House, 

Washington, 
July 19, 1991, 

Dear Senator Baucus: I appreciated receiving your views on the importance of 
renewing China's most-favored-nation (MFN) trade status while also seeking to 
achieve progress with the Chinese on issues of vital concern to the American people. 
We clearly snare the same goals. We want to see China return to the path of reform, 
show greater respect for human rights, adhere to international norms on weapons 
sales, and practice fair trade. China should contribute to international stability and 
not detract from it. 

You riffhtly note that withdrawing MFN would hurt not only Americans but also 
the people of Hong Kons and the millions in China who are working for progressive 
change. Continuing MFN is essential to protect American consumers ana exporters, 
and to support the economic forces that nave been driving reform in China for more 
than a decade. It is no accident that the process of reform accelerated with the in- 
crease in foreign businesses operating in that nation. Those who would end political 
and economic reform in China have the most to ffain if MFN were withdrawn. It 
is the economic forces pressing for the loosening of state control and increased per- 
sonal freedom that would suffer the most. Other losers would be the thousands of 
American workers and farmers who together produced in 1990 almost $5 billion in 
exports to China. 

Since we started the process of normalizing contracts with China in the 1970s, 
there has been strong bipartisan support for the U.S.-China relationship. Building 
on the three U.S.A communiques, U.S. interaction with the government and people 
of China has produced demonstrable progress. That interaction must continue de- 
spite the recent severe setbacks. Nevertheless, I support the view that strong meas- 
ures are needed to address our concerns in China and have not hesitateato use 
them in a targeted fashion. To underscore our deep dismay about human rights vio- 
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lations, I have kept in place a number of sanctions since the Tiananmen Square 
crackdown which nave affected arms sales, high-level contacts, U.S. economic pro- 
grams and U^. support for multilateral development bank lending to China. 

The U.S. is currently the only nation maintaining its Tiananmen sanctions and 
refusing to normalize relations until China makes substantial progress on human 
rights. For example, while all our allies and other World Bank members have sup- 
ported virtually all of the last sixteen World Bank bans to China, we have declin^ 
to support seven because the lob would not serve basic human needs. 

At the London Summit, we raised China's human rights practices with our Gr- 
7 allies and encouraged tnem to continue to stress to Cnina s leaders, as we have 
repeatedly, the importance that democratic governments attach to human ri^ts. 
We made clear that the U.S. will continue its polic^r of supporting onlv those multi- 
lateral development bans for China that serve basic human needs (BHN), and our 
view that any non-BHN lending to China help to promote maiket-oriented economic 
reform. 

To advance our nonproliferation objectives, I recently authorized a number of 
steps aimed at engaging the Chinese on their weapons transfer policies and making 
clear our dissatislactbn with transfers that contribute to regional instability. The 
Under Secretary of State for International Security Affairs recently traveled to 
Bering for a detailed discussion of nonproliferation issues, including our specific 
concerns about Chinese exports. He pressed for China's adherence to tiie Nuclear 
Nonproliferation Treaty ana the Missile Tedmobgy Control Regime, actions I called 
for in my commencement speech at Yale University on May 27. We are pleased with 
the constructive role China played in the Jul>[ &-9 Middle East arms control talks 
in Paris. The Chinese endorsed all the key objectives of my Middle East arms con- 
trol initiative (such as efforts to freeze and ultimately eliminate surface-to-surface 
missiles and block the production and acquisitbn of nuclear usable material). The 
Chinese also agreed to work rapidly in folbw-on meetings to flesh out the broad 
agreements reached in Paris. 

At the same time, I have also taken measures to emphasize to China that the 
U.S. is concerned about reports of destabilizing missile-related transfers. In AprU, 
I rejected req|uests for licenses to export satellite components for a Chinese commu- 
nications project because of the involvement of Chinese companies in unacceptable 
missile equipment transfers. Just recently, I approved trade sanctions against two 
Chinese companies for that same reason. In aaoitbn, I directed that no nirther li- 
censes of hi^h-speed computers and no further exports of satellites to China be au- 
thorized until our concerns that China adhere to accepted international nonprolif- 
eration standards are satisfactorily addressed. The UJS. will be coordinating with 
other countries in order that these measures not be undercut. Our experience has 
demonstrated that such consultations will lead to effective, multilateral technology 
transfer restrictions. 

I have also instructed U.S. agencies to press vigorously our concerns about Chi- 
nese unfair trading practices. In April, I mrected the UJS. Trade Representative to 
identify China as a priority foreign country under the Specid 301 provisions of the 
Trade Act for failing to protect U.S. intellectual property rights. Ir China does not 
make real progress during the 301 investigation, trade action will follow. Beyond 
intellectual property protection, my Administration has invited senior Chinese trade 
officials to Washington in August for continuation of consultations begun in June 
regarding access for U.S. products to the Chinese maricet. If these talks fall to 
produce uhinese commitments to take substantial measures to improve maiket ac- 
cess, the Administration will self-initiate further action under Section 301 of our 
trade laws. 

We are strictlv enforcing the terms of our textile agreement with China and have 
already made chains against China's quota because of illegal textile shipments 
throu^ third countries totalling approximately $85 million so far. Following consul- 
tations in July, we expect to make additional charges. If China does not exert effec- 
tive control over these illegal shipments, we are prepared to take additional actbn 
against China. 

Charges that China exports goods produced with prison labor are a matter of seri- 
ous concern. The Customs Service is investigating these charges. In additbn, we 
have obtained a firm high-level commitment to prevent the sale of prison labor prod- 
ucts to the United States. We will continue to monitor China's behavior in this area 
closely and will strictly enforce relevant bgislatbn concerning prison labor exports. 
In particular, I am ordering the following additbnal measures: The Department of 
State will seek to negotiate a memorandum of understanding with China on proce- 
dures for the prompt investigation of allegations that specific imports from Qiina 
were produced bv prison labor. Pending negotiation of this agreement, the U.S. Cus- 
toms Service will deny entry to products imported from China when there is reason- 
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able indication that the products were made by prison labor. The denial will contin- 
ue until the Chinese Government or the Chinese exporter provides credible evidence 
that the products were not produced by prison labor. 

lam also instructing the U.S. Customs Service to identify an office to receive infor- 
mation on prison labor exports and establish procedures for the prompt investiga- 
tion of reports of prison labor exports from interested parties. Additional customs 
ofiicials will be directed to identify prison labor exports and aid in uncovering illegal 
textile transshipments. 

Although it IS not directly related to China's MFN status, I share your interest 
in Taiwan's accession to the GATT. As a migor trading economy, Taiwan can make 
an imjMrtant contribution to the global trade system through responsible GATT par- 
ticipation. The U.S. has a firm position of supporting the accession of Taiwan on 
terms acceptable to GATT contracting parties. iJie Umted States will begin to woik 
actively with other contracting parties to resolve in a favorable manner the issues 
relating to Taiwan's GATT accession. Because Chma, our tenth larp(est trading part- 

' t to the global trading systeni, i will 



ner. could also make an iniportant contribution U# u^^ ba^cu bicuuue ojo««iu, x ^mu 
seek to have the Chinese Covemment take steps on trade reform so that China's 
GATT application can advance and its trade practices can be brousdit under GATT 
disciplines through the Working Party formed for China in 1987. U.S. support for 
Taiwan's accession to GATT as a customs territoiy should in no way be interpreted 
as a departure from the long-standing policy of five administrations which acknowl- 
edges the Chinese position that there is only one China, and that Taiwan is pcut 
of China. 

In sum, therefore, I am prepared to address the concerns you and vour colleagues 
have identified, and lam doing so. But discontinuing MFN, or attaming conditions 
to its renewal, would cause serious harm to American interests and would render 
futile pursuit of the initiatives I have outlined, which are discussed in greater detail 
in the attachments. Working together, I believe we will best protect America's inter- 
ests by remaining engaged with China and the Chinese people. 
Sincerely, 

George Bush. 

P.S.— At the recently concluded G-7 Summit in London, the leaders of these 
Western Democracies all urged renewal of MFN. 

Trade Attachment to President's China Letter 
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1.4. tJMh :*«i:L4;=lk -r*»» -i»i **wm «rt'U4v« *^:;s t:^ S.^a«f* 
tJMtt ;.aHH*i. M lia iaiT T*,ta u mnii. CSlm"! trnWikSItiim Jsj 

uu *mMm ?±^4ti«fl LJ :i^K^HV immtz*^ 14^7;*^< ij -:p*nj, .- 

rt:u Xzumm :;ii«M t^j #«•(«. 

-- iliCT l»f. =LuaM '.VMa f*4t»Bi diri ««tc^;^» ^^„ art«=« 

■«»« trf4:M^^wLA. aiHtari::; :UT^aTi u :jnaiTt i*T* 

iJla 14 Lf U]i,r Ij:«j.r a4F»«t ;*« 3.1. f,«*4 4 



'■'^* ^^ * ^ ffliCi;" pr4G««i4» ar V,l, UCIL^a^^aL 

««*4ff*r htm tw^Jit f*iitl.wA »¥m fr^^lM*' H tarn rAC u< 
'ClUAitia v.v^ tttramtt Hi. tftm -Hie Tinu^ttirr 



«':^?4 »ritaCt^ 



wrta 3 



£a| ; 



tst^iJrii*^^ »aji.T t ■ 1^ ■ 



-.1 ^««4 f.-.Str^ T.> 5«rM=: taasiLa 



'?*W»i5r -mmtiM tilt- af cnBi<rv4l »[**>UU]« ^JMifaiga 

aa«B3.a«a i^^^ ^^41 «>». n^ aaaiaa^Oiiii* aai r^^.ta u lIt* 

^ ^B taa :=BU^:adBqi t*At.^i,7mm jua T;.a itl.*E>-4i Mp^ftMiiva 

** Ti» UH tLM. 4UaF ]uv*^a>a lutr, :£a>«.t*M i.^ Hf i^U«b»; 
TftU n^KlWU;^. fK uavLa. '^a 91r^jB 5.1- lavt^li anA 

|ilT4f>l 1b44«#. ^^BBB «a^E9:ari itvit ^sfiait^^r tBi«ir}aK n 
»ii»f*flt -,S**w ttl^^it t» 1» livL;a» t(«±ii Tii tSitB ticcjjriii 

V4 ^rw ;t4«m* tAM, ^mlt tK-^n zj:* cauitr^ ^ ^i^a i.L= lAa 
Silica :^;*«-C?M« j)rtA±rla*. E^jja^i rui«ar-,4^K 4f SBftral. 
■Vi^ffi ^w^T -S* 94a« fv- T>arji laj Ea^iaa \±%* ^twn:if. -^ii 

BB r«4b^^.# nr Qua u a CMt jaflE ijr^ ^ariSf ej ^* ^r: , 









^JJrBB* 
AHfit at 



T4b 4ulA1 ■i;ia4-i4 ^j p 



r,— ^ "*^^- 



:• ?ra*«r«« za t&4 






K«»B u r«Mlv* t 



na«M «a« -tda ttlt. :a saetra 



i^M HM^i ^a AaLji^. La mLm^ptHw. %t H ^2^4r«BP.s> 
•p^«VBB.lBa iB «lB«»t aM,H a«a| | uivfi. '^ 
■a«tfe«, TLti k^L4a« =j^Ba ars^jEttlt, 3,4. *™iTiaBx, 
•^..^aLala j'aA.iaa aijrf ^^rs^i- 4r lanac waai* lij-r i-as* , 

■- "# 444aiLaa *■ :,^Bn lltBiiii,^ 
laaauT 4M a( *»^tia i«rBiiBA««irt f^v^at^^i^Br 



l>f1. BUC3 iita flt*»«, ij-j M«TflE«.rT ,; -g, 1rm**in 

inF*l>laB. T?« 1x^144^ if (.ka Traaaacf, ^iK^r 
$aCt±,M '.3. .tT. *Kk iM\^A-iwi -.1 ^:±B ^ .ir'-l 

t> £±a spt^vAiE^ af f4«%>4 '.UHr iiX aaals^ e^MM ni — - 



iBtBmawM p«4frai •■**(; f^rdPi ibMvi ^u^ac** 

GiiB*. CuxvBB 11 *i.tm mw^LrWm L^««^ Mpa»l*l ' 

Ete aai#< BA rcJ-dBBT 4dihllLaul Bracv^l H«k' 

iaa4 catiilB* ^rf .liLj uiLi; lia 



I Il-4±^B1 



vaa(t,i4iM 1 



^t'^jKt* -itipazT.* ^4 -_±« 3.1. trt 

±^1««:,aB4MI *e ^.B J^, =;»4te * 



^Ekaaa ^ae*t. 



lL-^Wt.-m,^^ IBI VFipaBBA ^llli^ 4 



t ar iLi* ^;^4i*i aapaiEai ftw\^M» 
'^T ^2B 9;';^c:sfZi ITB ^K. fC^bw«B n 



I fi*i.9 Bufi^iar^t^ 






'."*™;i:i;- ^ jjBatBiliJt m-.l. -Bi laaa tK ta CS«i» fra 



FJl -MejLtiBE i-a »K «.| « 
arn^^-n « nct^i^M a: LiEBiHtt-iU. rEzrirrr ?iii«*r 

TMTfLaa Jni L?^,-.ifiti« u ^, TA13.B IT fvflf .f?>pi«ii 

'riiaa^i-a r#t^« rcnaE^^aa^ 4 Jj [ l;bvb 

ABCjat mE^^l^K, lAd !'■ LB*f*a<^i»« B«:?irBa*nr: i^ 
c-iiiBBina. CBa4*lT..kQ iBni vv^ '.-^b -Quaia ira 
wkivuv. Tim ILm [A(it« if ■Eaaa^^^Cl.iri 13:4^ fB 
1a^l*% KL iAwailaBCLaa ^nuEhf la »4^.Aii< uta « 
PwrMPfl t^i «*<Ba vi'BVBiart ttt te^uE . 

?&a «*a«llM fa* MWdf • «aca(atMCi*a -isear Sactlsa 



■ mi. Tl* cHbbhm* aa,i f^n t;i4 aci^ni, .^^4-1 
•UB< .lau It^ J*iji ^:«^j,t^i4*. ^-- iiTa a< 
liJtililE, nn *iL;.BaK ,ara v»n-B« li JVT ;>« 
1^ la wiWUttla.^r .ail -.i*a j^,-ti*aB-a^ iviaa< 

<;^ati al ^fit. iaaa Ei^iiaBaEf %4 eb.l=4, 41£k ^ai 

*U* iiltija yi rfin ^114 «M II. J jiii^i* .^ 4VT 






M^Efl^B < 



^■(Lwi if rkif ;n« M 44 
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cr.ma :3 t.iel4«« loans <rtiies mc* — *i*lMt«c«Hy ntUM' a >•■ t«a«Uk« *c«fJ«. CU.tj «i;: :r«c aniy 3l$esp.::,.-.u* !?<l 

2an«(l:l*l ar vatea iu9pa::a« a«CKM-«ri«ac«« aCMtc*!: ^ar&f: t««M*MR far t&« ;ailt«« Sttcaa. aut «aul2 .ik*;/ :t«ia 

raOra. Cniy SMM Uafta <«r* c«aat«ar«a ay taa M*rla ywrssaau* ai;;i«ia aS Sttlac* af -'.i. vitaae. t-.izTtSZ, 

Sane Saara jntil :a«*ssar «. l»M wtiaa isa aarkac ;ar;:,:^xar. :st:aa t«»» ••« Jaeiic 'oa* *r.o -oce a«^. t.acirvi 

ariancatf acanaais raCara la4A far Sucal lAouacrlal 'aac^isacr. aciaoeifis a^:.7a««t. M4 isaa^sali. r::A,r: 

TacAnolofy «•• «^cava« Sy :r^ Soars. On "n-iMiir 29. >:rr«'itara. wiaaa ^a«j '«««il3 :a iua;ae: ta ;i«ar -»:::it. <«■;.£ 

'.>M. zsa «CB a^ravatf l£s first loaa ta OUia siaca :a wic> *• ta^loit aur s»p»eivtm. lose sAarai a; S-.i»a- s aaraa^ 

Tlinafiaan S^uata. A«ri=ul:!<r»l Sank rrajaez. xuea SSa 'Ocla .tac aas^ly s* ragsir.aa avan .t vy vara rait:ra« «: soaa 

.'.J. sia .-.ac luppar;. :asp^;a taa a^ravai a( r-it-ra s««a. 

•..-.Ir»«tr.;e:,:ra 9;a:ac: :=«na ay IRa '^arla Sana ana :r.a .._._.....,„_ 

■!>j;.ir. :ava^:?=ar.: lar.a. rr.a ;.!. .-.as i.-.S ^i;: :i.":ti.t;a "" ' ' '" """""* * * """ 
t: ^•.;.-_-.a.s tvspar: :a i;: ,:*.is i=«; is r.st ;aa; J.-.S 

■1— v^-..,.— 
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ll.ica CMaa applta« far S&TT iiooarsftlp '.A Sj'.-f 1>«C, 

t.-.a wnisatt Scacas aaa 3o«a a laa«tn« pari:.:i9ane ..t t-a 

C3i:ac:iv« affarsa ai' aajar ^TT Ssacrsc?:..-.^ rtz-:;.aa •.: ' > ' *n' 'i . t t lKt . t TMT' . Zf i.:smi' . \':r . II I -t'^U"' "Ift . 

£a«alsp :araa iar Ct:..ia' a SAT? Mmcipaeian t.-.«c «•.:; -"»* ''*»» caopa s itara »s.;: as* :ai.T ia la ianyt,s« «N a.i 

suppor: tr.a a»:»cz.im af tia CXrz aea mil iilLaasao liisa. 0«aar cnisaaa traea pan.-.ars. aspac:.ai;y ut Aa:.a. 

rr.i.-.aaa ^vanaaac pol&siaa sa Sacaao. avar liaa. ■sera '-^^ Staa' i W» ae«e-^« sa :aca:KM«. 

xtrTn. :•;»!— ^TTi t:i >'Tty-i •• It-s. 



JkTT :3e:;ac:i.i« par;:,aa' CT.-.cam --»» «- •"*" '•ocltf lapaoa C.*.i.-.a- s ..-.ta^raei:.-) 

»a« «i::;_-.4Basa c» :iva ip la aeaccay. a OavaiopMnc crieial :a rma.nai scaelli:/ pa7^:.rjia;:/ 

;is-jiar:y aiaea ."ur.a IMS. .lava •« »» »••' -i^* l'»' «aaal:aa far i«eR« soo*' i ia»a:ai3n la CSleaoa 

:a -iio;ki-9 »arsy asca0Lisa«« ;a aavarai^aey. C: eouia case swar 4j.:oo jeoa ir. Hon? "ler.i ana 

.=ac^:a f:; titi'IIT j ;j :>a raiulc la etzac: ra<ranua lasia* af ippraaisacai/ I*..! aillian 

aoLlaza. U»n^ soap's COP ;r3>*«.-. sauia Sa c^r^ai'.ao Sy at auct aa 



> xe3:..-.:.*zrac:.an ;..-.:aaea -a ssaciaua :a press Mi :*..-.• 
J acaneaie raCasss sa tsac iss 



CATT appll=aei:n :sa atfvanea anA '.z» trsoa prac::,cas ;« '*^'— "' f>^-' A oispraperciar.aca awroan af i.-.a :«N :aaial 

Sriu^at isaar SATT slscipliaas. i»o«»i« fall aa saa primary an^iaa of aeonoai: rafera ia C^as— .£• 

ac a n — iaa of tsa seitcsara uta caascai provtaeaa. :n SwaA^eon^ 

" * — I. tma oaaavla. 4« parsanc af inaiiseri.ai :utpuc :» 

I for aspor:. ruif af wnisa qeas co t.<-.a Unirad Seaeas. - 
Saccars cAac fall oucattfa of tso alxac: ear.trol of :.ta saeersi 
«a«ar.iaaiic havo a««a aapaciaily laporzaac :a CMaa' s ea»alapaaot 
c-jac:aa tarr'.rary »euZ3 So ssiuiacant Sota y.zz CATT »a an aaporcar: a»a-«air3 of Gll.-.a' s a«p«r:a currancly eaaa fran 

.a^al eritaria UA tso •aca-di.-.a' policy .m'.sa rarsl (tatflvtdaal ana coLlocsivaiy ovnaai laeuacrias uM fra« 

«c«r.qwia«^as t.-.a Cii.-.asa poaitlan ana sas Saaa acTarv: far«l«a-la«oaea« vancuraa. Tr.a farai^n slas ir.«sa provtacaa aa* 

.3 :r luecasstT* O.S. a«ai.ais:rsti3as. aon-stacs —aa factarlas oavalopoa otta taa aueitea «orla priar 

ca •oljlafs roassartlaa af cancrai csncroL Ir. aie-i9l9 aoaalaa 
I yiala si:as:ar.tlai :;aca ssaso pravtncaa co waacnar t-'-a auirariiy prs^ras; «ii.*.eu: laaaa 

' ~-.ztA Scacas taa za :sa faralqa aarkaes. Sal]ia«'a «rip >'culs .".ava saan at: zT.* ::;&car. 

As ■aljlaq's lafluaaca avar t.'.a r*7i:r.a ana lactara aasc rlasaly 
lacofraeaa taea ssa ^IsBal acar.esr ^.*t sisir.lanae, i>asa ra^leas 
:al»aa aas LaAl:acaa ia*e is Is pcaoaraa sa aeeaea tna lacsara sara 2ac=sa ..-.crt«ai.-.5l7 lar.x.ti/a -.3 jlis*. .es.-.sais 

la taa CAIt as a erralapaa acaoosy. ca alaa caMlSiana. JUw^acisa af Cii.-.a" » :frt s.-*ci5«j i-.*e-« ^^.s zt.tm 

'>^r^vally all isa sariffa. ana ca ^ola S£a aa]or aaa^lovawK ca risa asa racsary laaaaa i: aouac ..t «rsart- 

lon-sariff aaasura CAtT caoaa. praaucAa* ra«ia«a. 



■"••••"■^ 



:i5.".il?ataa aoova. saa Aoaiaiaeraciaa la aq^rasaivoiy s««kl=« T!iasa ««• o««taaaraa saa vtalaaca la Caiaa :a .'una Ifll «Ta 

iaaol-f« avescanoiav ailacacai sraOa isauoa »tSA sao tfC. iT» lanllkaiy sa aoar saa acsRoaie rassa asse<iacaa ttvsa s.-.a canisl zi 

:arpios our asilley sa work canacrjcciwiy «tea ca« PK. a« iW. toacaaa. saasa ««a tuffar wools 3a Aaari=an susi.-.asxas aas 

lava caac Olseanciaalaf WH. ar acsacaiaf canotslaaa sa ISs caalr aaplayooa. laarlean csaauaati, ana saa paopla of xanq saaa 

and sao pcavrosslva sraas af c:ii.*.a. 

Olaa's opaatav sa saa oucaiao worls avar saa aasc ^»cmcM !^^« 
-.^t «u- '.rva-wr, '- -ar».>-«~,».- . ,.., .,>-.,.i ae:alacaco« frames 1 

' - roaulsaa in acraa* 1 



Mass sa caa 9.%. — nst ana anaslaa is flaoal s c anaat s.\ac ^^9 9r.»al.9«. :-is rafsraixc rogian 

"liar's poriaoi: affarta ta raiapasa car.tral iavarnaaac taasral 
r ac a aoa ie acsivisy: a.ta i.-.srte-acaa aaiaac .^sncapex ta a 
••aciaa mt Sunaa* aa.>.a4ara ..-.voX/aa :a ;oi.-.t vancjras. traea 
. •■• srataiaf la -..-.a ■'ass. rsr i.-.ii pracasi ta 
Ana's aaac-favoraa— .ati:.t traataant :.-i t.«.a Cattaa 
aanciai. 




ADMINIOTRATION SEEN MOVING TO ACTIVBLY SUPPORT TAIWAN'S GATT ACCESSION 

The Administration will act quickly to push for Taiwan's accession to the General 
Agreement on TarilTs and Trade (GATT) now that the President has announced his 
major policy shift to actively support Taiwan's membership, sources said. The Ad- 
ministration will he under ffreat congressional pressure to do so, with one Senate 
source promising, '^ell hola their feet to the fire." 

Before the President's announcement last week, the U.S. had supported the acces- 
sion of Taiwan and China to the GATT at the same time in an effort to avoid offend- 
ing China by appearing to break with America's ''one China' policjr, sources said 
U.S. support for the application will be instrumental in drunmung up support 
among otner GATT members, sources said. While other nations support Taiwan, 
they too have not wanted to he the first to take a stance on the issue for fear of 
offending China. France is the only other countiy to publicly support Taiwan's appli- 
cation, a source at the Office of the U.S. Trade Representative said. 

The President announced his new position on Taiwan's GATT membership July 
19 in the "action plan" on China trade issues he issued in response to a letter from 
Sen. Max Baucus (D-MT) and 14 other senators who pressed the President to re- 
spond to their concerns before the vote on conditioning China's most-favored nation 
(MFN) trade status reached the Senate floor. 

The U,S, will ask the GATT to form a working party on Taiwan's GATT member' 
ship, a source close to the Taiwanese said. Askmg the GATT Council to place the 
issue on its agenda and to form a working party is the first step toward a countiy's 
accession to the GATT, the USTR source pointed out. The working party could take 
anywhere from several months to some years to complete its investigation and anal- 
ysis of a country's trade regime and its determination of what improvements the 
countiy must agree to make to become a GATT member. The USTK source refused 
to comment on whether the UJ3. would ask the GATT to put Taiwan's accession on 
its agenda and to form a woiking group. 
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While any country could ask for the issue to be placed on the agenda^ GATT Di- 
rector-General Arthur Dunkel could also place Taiwan on the agenda without a re- 
Quest from a GATT member, according to the USTR source. The source confirmed 
mat the issue is hi^ on the Administration's agenda. 

Baucus not only expects the Administration to ask the OATT to set up a working 
party on Taiwan's atmlication, but also believes it is "critical" that the Administra- 
tion lobby other GATT members to support Taiwan, a congressional source said. Be- 
cause the Administration has now put its promise to support Taiwan's application 
in writing in the "action plan," it will be especially hard to back off from the com- 
mitment. Not only will Congress be watching the issue closely but USTR has sup- 
ported Taiwan's GATT application for some tune and has been frustrated that other 
agencies within the Adnoinistration have not been willing to take that position for 
fear of offending China politically, the source said. 
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